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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 25/January 31, 1975 


See Securities Exchange Act Release No. 11218/January 31, 
1975. 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 26/February 6, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11226/February 6, 1975 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange Act 
of 1934 and the Securities Investor Protection Act of 1970 
involving, with respect to the Securities Exchange Act of 
1934, King Securities of Chicago, Inc. (Registrant); Joseph 
V. Raila, Richton Park, Illinois; and Sam S. Sarcinelli, Chi- 
cago, Illinois. Raila was an officer of, and Sarcinelli, a con- 
trolling person of Registrant. Named pursuant to the Secur- 
ities Investor Protection Act of 1970 were Joseph V. Raila, 
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an officer and director of Registrant; Allen D. Martinelli, 
Chicago, IIlinois; and C. Armond Horter, Fairmont, West 
Virginia, who were both officers of Registrant and Sam S. 
Sarcinelli who was a controlling person of Registrant. 


The proceedings are based upon allegations of the Commis- 
sion’s staff that Registrant, a registered broker-dealer, and 
Raila violated the anti-fraud, net capital and bookkeeping 
requirements of the Federal securities laws and that Sar- 
cinelli violated Regulation X of the Board of Governors of 
the Federal Reserve System. 


In the order, the Commission's staff also alleged that on 
September 15, 1972, the United States District Court for 
the Northern District of Illinois declared the customers of 
Registrant to be in need of the protection of the Securities 
Investor Protection Act of 1970 and appointed a trustee for 
the liquidation of Registrant. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondents 
an opportunity to offer any defenses thereto, for the pur- 
pose of determining whether the allegations are true and if 
so, whether any action of a remedial nature should be 
ordered by the Commission. 
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SECURITIES ACT OF 1933 
Release No. 5564/January 31, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11219/January 31, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18793/January 31, 1975 


COORDINATION BY THE DIVISION OF CORPORA- 
TION FINANCE WITH THE FEDERAL POWER COM- 
MISSION IN CONNECTION WITH PROCESSING OF 
FILINGS WHICH INCLUDE NATURAL GAS RESERVE 
ESTIMATES 


In the interest of informing registrants and the investing 
public, the Securities and Exchange Commission has issued 
this release describing certain practices in processing filings 
under the Securities Act of 1933 (Securities Act) and Se- 
curities Exchange Act of 1934 (Exchange Act). 


On June 14, 1974 the Commission issued Securities Act of 
1933 Release No. 5504 which described certain practices 
of the Division of Corporation Finance in connection with 
processing filings which include natural gas reserves. That 
release indicated that the Division would continue to follow 
its practice of submitting copies of prospectuses filed by 
registrants subject to the jurisdiction of the Federal Power 
Commission (FPC) to that agency for any comments it de- 
sired to make. The release also indicated that appropriate 
technical personnel, designated by the FPC, would be in- 
vited to attend conferences where supplemental natural 
gas reserve information was submitted to the Division in 
connection with its review of natural gas reserve estimates. 
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In furtherance of these practices, which it intends to con- 
tinue, the Division has been authorized by the Commission , 
to provide copies of letters of comments on filings which 
include natural gas reserve estimates and any written respon- r 
ses and communications in connection therewith to the } 
FPC. The Commission's present rules 1/ provide that such 
letters of comment and the responses thereto are non-public, 
although the Commission may determine to make them pub- 0 
lic. Accordingly, the letters of comment furnished to the 
FPC and any written responses and communications with ; 
respect thereto will be furnished to the FPC with the under- | 
standing that they will remain non-public unless and until N 
i 





the Commission determines otherwise. at 
cr 

By the Commission. ‘. 
0 

George A. Fitzsimmons ‘t “ 

Secretary to 


1/ 17 CFR 200,80(c)(4). On January 27, 1975 the Commis- mi 
sion announced proposals to repeal this subparagraph (c) (4) pe 
of Rule 200.80 and to adopt a proposed Rule 17 CFR 200.- 

83 to the fullest extent possible permitted by law to permit ~ 
persons to request and obtain confidential treatment of in- ad 
formation supplied to the Commission other than in formal Di 











filings. Rel. 33-5561. 7 
als 
de 

SECURITIES ACT OF 1933 api 

Release No. 5565/February 5, 1975 my 

TEMPORARY SUSPENSION OF THE REGULATION A Th 

EXEMPTION OF MINCOMP CORPORATION | ed 

The Securities and Exchange Commission has issued an “ d re 

order temporarily suspending the Regulation A exemption ] a 

from registration under the Securities Act of 1933 with re- ' rs 

spect to a public offering of securities of Mincomp Corpora- pa 
tion (““Mincomp”) of Denver, Colorado. Mr. Edward R. 1 4 : 

Mellicker, Jr., a former vice-president and director of the | — 

Issuer, acted as underwriter without commissions of any . 

kind. a 

Pursuant to a notification filed on July 13, 1973, Mincomp a 

offered 300,000 shares of no par common stock at $1 per - 

share for an aggregate of $300,000. According to the order, nels 
the Commission has reason to believe that: (a) the offering ren 
circular of Mincomp contains untrue statements of material = 

facts and omits to state material facts necessary in order to (2) 

make the statements made, in light of the circumstances 

under which they were made, not misleading, particularly The 

with respect to, among other things, the failure to disclose ti 

the existence of repurchase agreements between insiders and aa 
various persons purchasing pursuant to the offering and the i th ' 
failure to disclose that securities would be placed in a ial 
nominee account; (b) the terms and conditions of Regula- | 
tion A have not been implied with, particularly with respect ™ 
to the failure to accurately state the financial condition of pt 
the Issuer; and (c) the offering was made in violation of Sec- stity 
tion 17 of the Securities Act of 1933, as amended. face 
lege: 
actic 
fied 
SECURITIES ACT OF 1933 men 
Release No. 5566/February 6, 1975 leger 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8662/February 6, 1975 





9 
PROPOSAL OF AMENDMENTS TO RULE 134 RELAT- 
ING TO INVESTMENT COMPANY ADVERTISING 


On November 4, 1974, the Securities and Exchange Com- 
mission announced the adoption of amendments to Rule 
134 under the Securities Act of 1933 (the “Act’’) relating 
to investment company advertising, (Securities Act Release 
No. 5536). Since that time it has come to the Commission’s 
attention that the application of the amended Rule may dis- 
criminate against certain investment companies making a 
continuous offering of redeemable securities but taking the 
| form of unit investment trusts. This result was not intend- 
ed. Therefore, the Commission proposes to amend the Rule 
to make it applicable to such unit trusts’ securities. The 
present Rule also may discourage the use of small advertise- 
ments in certain cases by requiring a special legend in 12 
point type calling attention to the prospectus. The Commis- 
sion proposes to shorten the required legend and to permit 
more flexibility with respect to its type size and style. In 
addition, this release reports a “‘no-action” position of the 
Division of Investment Management Regulation which 
would permit the use of the legend in the modified form 
proposed while the amendment is pending. The Commission 
also proposes to amend the Rule to permit greater use of 
descriptive material and pictorial illustrations which are 
appropriate for inclusion in the company’s prospectus. 


(1) The Open-End Requirement 


| The 1974 amendments allow certain material to be includ- 
ed in Rule 134 Communications for the first time. 1/ How- 
’ ‘® ever, only “open-end investment companies” 2/ which are 
\ defined in Section 5 of the Investment Company Act as 
“management investment companies” may take advantage 
of these provisions of the Rule. Read literally, one effect of 
this requirement is to discriminate between variable annui- 
ties which take the form of open-end companies and those 
which take the form of unit investment trusts. Those which 
are open-end companies may include the new materials in 
their ads, while those which are unit investment trusts may 
not. The Commission did not intend the Rule to have this 
effect. Therefore, it proposes to amend paragraph (a)(3)(C) 
of the Rule by substituting “investment companies which 
issue redeemable securities” for “open-end investment 
companies”. 


i pee 


(2) The Legend Requirement 


The 1974 amendments require that a legend focusing atten- 
tion on the prospectus be included in investment company 

advertisements in 12 point boldface type containing any of 
the material permitted by new clauses (i)-(vi) of paragraph 
(a)(3)(C) of the Rule. 


To permit greater utilization of Rule 134 Communications, 
the Commission proposes to amend the Rule (1) to sub- 
stitute a relative size requirement for the “12 point bold- 
face” provision; and (2) to shorten the wording of the 
legend. The Commission has also published a staff “‘no- 
action” position which would permit the use of the modi- 
fied legend while this Rule proposal is pending for com- 
ment. The letter also contains the staff's view that the 
legend, as proposed to be modified, is required in all Rule 















134 Communications containing materials described in the 
enumerated items notwithstanding earlier staff interpreta- 
tions and no-action positions permitting the inclusion of 
certain materials in such communications prior to the adop- 
tion of the 1974 amendments. 


(3) Descriptive Material 


In addition, subparagraph (vii), which the Commission now 
proposes to add to the Rule would permit a discussion or ex- 
planation of inflation or other economic conditions; the 
characteristics of various retirement programs which may be 
funded through mutual fund shares; or of specific goals to 
which such an investment could be directed. However, such 
material may not directly or indirectly relate to past perform- 
ance or imply achievement of investment objectives and, of 
course, would be subject generally to the antifraud provisions 
of the federal securities laws. This amendment should also en- 
able advertisers to include such material in illustrations and 
attention-getting headlines. The staff has not taken a “‘no- 
action” position with respect to the inclusion of such des- 
criptive material in Rule 134 Communications. Therefore, its 
inclusion in Rule 134 Communications should await the dis- 
position of this Rule proposal. 


(4) Pictorial Illustrations 


The 1974 amendments permit Rule 134 Communications to 
inciude “any pictorial illustration contained in the com- 
pany’s prospectus and not involving performance figures.” 
The staff has taken the position that pictorial illustrations 
that could be contained in an effective prospectus may be 
included in advertisements which otherwise qualify under 
Rule 134(a)(3)(C). The Commission now proposes to amend 
item (vi) of the Rule to conform to this view. As revised, it 
would permit any pictorial illustration which is appropriate 
for inclusion in the company’s prospectus and does not in- 
volve performance figures to be included ina Rule 134 
Communication. 


COMMISSION ACTION 


1. The proposed amendment to the text of subdivision (C) 
of subparagraph (a) of Rule 134 would read as follows 
(deleted language crossed out, added language in italics): 


(C) In the case of an investment company registered under 
the Investment Company Act of 1940, the company’s 
classification and subclassification under that Act, whether 
it is a balanced, specialized, bond, preferred stock or com- 
mon stock fund and whether in the selection of investments 
emphasis is placed upon income or growth characteristics, 
and a general description of an investment company includ- 
ing its general attributes, methods of operation and services 
offered provided that such description is not inconsistent 
with the operation of the particular investment company 
for which more specific information is being given, identifi- 
cation of the company’s investment adviser, any logo, cor- 
porate symbol or trademark of the company or its invest- 
ment adviser, and any graphic design or device or an atten- 
tion-getting headline, not involving performance figures, 
designed to direct the reader's attention to textual material 
included in the communication pursuant to other provisions 
of this rule; and, with respect to an epen-ernd investment 
company issuing redeemable securities whose registration 
statement under this Act is effective and whose securities 
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are the subject of a continuous offering pursuant to such 
registration statement, (i) a description of such company’s 
investment objectives and policies, services, and method of 
operation; (ii) identification of the company’s principal offi- 
cers; (iii) the year of incorporation or organization or period 
of existence of the company, its investment adviser, or both; 
(iv) the company’s aggregate net as-et value as of the most 
recent practicable date; (v) the aggregate net asset value as of 
the most recent practicable date of all registered investment 
companies under the management of the company’s invest- 
ment adviser; and (vi) any pictorial illustration eentained 
which is appropriate for inclusion in the company’s pro- 
spectus and not involving performance figures; and (vii) des- 
criptive material relating to economic conditions, or to re- 
tirement plans or other goals to which an investment in the 
company could be directed, but not directly or indirectly 
relating to past performance or implying achievement of in- 
vestment objectives; Provided that, if any material permittea 
by clauses (i) through {vi} (vii) is included, such communica- 
tion shall also contain either (1) the following legend in-42- 
peint-beldfeece-type: set in a size type at least as large as, 
and of a style different from, but at least as prominent as, 
that used in the major portion of the advertisement: 


“Bor FROFE complete inf +i r : t-N A afCGom 
peny);-ineliding sales charges; management fees, 

expenses; see ott -prespeetus-tt-isimpertant-te read-the- 
OO En Oe ay 





Mies or (Distributor’s Address}-Send- al 


“A prospectus containing more complete information about 
(Name of Company) including all charges and expenses may 
be obtained from your securities dealer or from (Name and 
Address of Distributor). Read it carefully before you in- 
vest. Send no money”. 


or (2) a coupon which the reader may mail to receive a 
prospectus, with the following legend in 

type= set in a size type at least as large as, and of a style 
different from, but at least as prominent as, that used in 
the major portion of the advertisement: 





“A prospectus containing more complete information 
about (Name of Company), including all charges and ex- 
penses will be sent upon receipt of this coupon. Read it 
caretully before you invest. Send no money”. 





Deis rhe Pt pera a PT + oC CrrarG 


For purposes of clause (ii) of this subdivision (C), “princi- 
pal officers” means the president, secretary, treasurer, any 
vice-president in charge of a principal business function 
and any other person who performs similar policy making 
functions for the company on a regular basis. 


In the case of two or more registered investment compan- 
ies having the same investment adviser or principal under- 
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writer, the same information described in this subdivision 

(C) may be included as to each such company in a joint com- 
munication on the same basis as it is permitted in communi- @ ) 
cations dealing with individual companies under this subdivi- Y- 
sion (C): | 


Interested persons are requested to submit their views and 
comments on the above proposal in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange Commis- 

sion, Washington, D. C. 20549, no later than March 20, 1975. 
All material should be designated “‘Proposal to Amend Rule 
134” File No. S7-550. 


By the Commission. 


George A. Fitzsimmons 
Secretary : 


1/ This new material includes, (i) a description of such 
company’s investment objectives and policies, services, and 
method of operation; (ii) identification of the company’s 
principal officers; (iii) the year of incorporation or organi- 
zation or period of existence of the company, its invest- 
ment adviser, or both; (iv) the company’s aggregate net 
asset value as of the most recent practicable data; (v) the 
aggregate net asset value as of the most recent practicable 
date of all registered investment companies under the man- 
agement of the company’s investment adviser; and (vi) any 
pictorial illustration contained in the company’s prospectus 
and not involving performance figures. 


2/ The Rule states that “‘an open-end investment company 
whose registration statement under this [Securities] Act is 
effective and whose securities are the subject of a continu- 
ous offering pursuant to such registration statement” may 
include the materials listed in items (i)-(vi) of paragraph 
(3)(a) in its advertisements. 


10 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11218/January 31, 1975 


Ee 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 25/January 31, 1975 


Admin. Proc. File No. 3-4393 
In the Matter of 


MARK PARNASS 
Merrick, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


Mark Parnass, who was secretary and a director of Bovers, 
Parmass & Turel, Inc. (“BPT”), formerly a registered brok- 
er-dealer, 1/ has submitted an offer of settlement which 
the Commission has determined to accept. Solely for the 
purpose of settlement of these proceedings and without 




















admitting or denying the allegations in the order for pro- 
ceedings, respondent consents to the findings and the sanc- 
tion which are set forth below. 


On the basis of the offer of settlement and the order for pro- 
ceedings, it is found that: 2/ 


1. During the period from about October 9 to about Octo- 
ber 19, 1972, respondent willfully aided and abetted viola- 
tions of Section 15(c)(3) of the Securities Exchange Act 
and Rule 15c3-1 thereunder in that BPT effected transac- 
tions when its aggregate indebtedness exceeded 2,000 per 
cent of its net capital and it did not have and maintain net 
capital of at least $5,000. 


2. On October 19, 1972, respondent was permanently en- 
joined, with his consent, from further violations of the 
above net capital provisions. 


3. A trustee has been appointed for BPT pursuant to the 
Securities Investor Protection Act. 


in view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, IT IS ORDERED that Mark Parnass be, and he 
hereby is, barred from being associated with any broker, 
dealer, investment adviser or investment company. Eighteen 
months from the date of this order Parnass may apply to the 
Commission for permission to become associated with a 
broker-dealer in a non-supervisory and non-proprietary capa- 
city, and 3-1/2 years after the date of this order he may ap- 
ply to the Commission for permission to become associated 
with a broker-dealer in a supervisory and/or proprietary cap- 
acity. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The broker-dealer registration of BPT was revoked pursu- 
ant to its consent in these proceedings. Securities Exchange 
Act Release No. 10873 (June 25, 1974), 4 SEC Docket 500. 


2/ The findings herein are not binding upon any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11219/January 31, 1975 


See Securities Act Release No. 5564/January 31, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11221/January 31, 1975 


The Securities and Exchange Commission announced pursu- 
ant to Sections 15(c)(5) and 19(a)(4) of the Securities Ex- 
change Act of 1934 (“Exchange Act’’) the temporary sus- 
pension of exchange and over-the-counter trading in all se- 
curities of Fidelity Mortgage Investors, a Massachusetts busi- 


ness trust located in Jacksonville, Florida for a ten-day period 
commencing at 10:00 a.m. (EST) on January 31, 1975 and 
terminating at 10:00 a.m. (EST) on February 9, 1975 or ear- 
lier if it appears to be in the public interest to do so. 


The suspension was initiated at the request of the company 
and to allow time for investors and shareholders of the com- 
pany to consider the announcement issued today by Fidelity 
Mortgage Investors that it had filed a Chapter X! petition for 
bankruptcy. The Commission notes that the company is de- 
linquent in filing its most recent annual report on Form 10-K 
and has denied a company request for an extension of time to 
file this report. 


The Commission cautions broker-dealers, shareholders and pro- 
spective purchasers that they should consider carefully the fore- 
going information along with all other currently available infor- 
mation and any information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be enter 
ed unless and until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any ques- 
tions as to whether or not he has complied with said rule, he 
should not enter any quotation but immediately contact the 
staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D. C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities in 
question until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation which is in viola- 
tion of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11222/February 3, 1975 


Admin. Proc. File No. 3-4390 
In the Matter of 


RICHARD J. MCDERMOTT 
12 Squirrel Road 
Wayland, Massachusetts 


NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


In these proceedings under the Securities Exchange Act, Rich- 
ard J. McDermott and the Commission’s Division of Enforce- 
ment state that they do not intend to seek review of the ad- 
ministrative law judge’s initial decision with respect to McDer- 
mott. And the Commission has not chosen to review those 
issues On its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) of 
the Commission’s Rules of Practice, that the administrative 
law judge’s initial decision with respect to Richard J. McDer- 
mott has become the Commission’s final decision. The order 
contained in that decision suspending McDermott from asso- 
ciation with a registered broker or dealer for thirty business 
days is hereby declared effective as of the opening of busi- 
ness on February 4, 1975. 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11223/February 3, 1975 


The Securities and Exchange Commission announced the 
suspension of over-the-counter trading in the securities of 
Bio-Medical Sciences, Inc. (“Bio-Medical”), a New Jersey 
corporation with its principal office located in Fairfield, New 
Jersey for the ten-day period commencing at 12:01 a.m. 
(EST) on February 6, 1975 and terminating at midnight 
(EST) February 15, 1975. 


On January 23, 1975 Bio-Medical issued a press release ex- 
plaining a proposed transaction with Akzona, Inc. and 
stating that the completion of the transaction was dependent 
upon renegotiation of Bio-Medical notes with the note hold- 
ers. Trading in the securities of Bio-Medical will be suspend- 
ed for an additional ten-day period to allow for the comple- 
tion of negotiations, but no further suspension will be 
ordered after the expiration of this period. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 

of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has famili- 
arized himself with said rule and is certain that all of its pro- 
visions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11224/February 3, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act of 
1934 the temporary suspension of trading in all securities of 
Vipont Chemical Company and Vipont Mining Company, 
both Wyoming corporations, for one ten-day period com- 
mencing at 4:45 p.m. (EST) on February 3, 1975 and ter- 
minating at midnight (EST) on February 12, 1975. 


The suspension was initiated because of the unavailability 


of adequate and accurate financial information concerning 
these companies, their operations and financial conditions. 
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Vipont Chemical Company, located in Denver, Colorado is 
currently delinquent in its filings with the Commission re- 
quired pursuant to Section 13(a) of the Exchange Act, and 
rules thereunder, in that the company has failed to file its 
Annual Report on Form 10-K for the year ended September 
30, 1974. 


v1 


On January 31, 1975 Vipont Chemical announced extraor- 
dinary charges to operations as of year end September 30, _ 
1974 of $2,330,000 and $469,000 for write-offs of an invest: 
ment in its subsidiary Manlin Service Corporation and re- 

search and development, respectively. As a result the com- 
pany expected to realize on a consolidated basis for fiscal 

year ended September 30, 1974, a loss of $2,125,000 or 61 
cents per share. Furthermore, the company stated the con- 
tinuation of projected levels of research and development 

is dependent on additional financing which cannot be de- : 
termined at this time. 


Vipont Mining Company has a 32.8% interest in Vipont 
Chemical Company. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 

of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 

contact the staff of the Securities and Exchange Commis- 1 ) 
sion, Division of Enforcement in Washington, D. C. If any 

broker or dealer is uncertain as to what is required by Rule 

15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has famili- 
arized himself with said rule and is certain that all of its pro- | 
visions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 | 
Release No. 11225/February 5, 1975 


Admin. Proc. File No. 3-4547 

In the Matter of 

ASSOCIATED UNDERWRITERS, INC. 
1116 Kennecott Building 

Salt Lake City, Utah 

(8-15906) 


FINDINGS AND ORDER REVOKING BROKER- 
DEALER REGISTRATION 








In these broker-dealer proceedings under the Securities Ex- 
change Act, Associated Underwriters, Inc. (“registrant”), a 
registered broker-dealer, failed to answer the order that in- f 


























stituted these proceedings with respect to it and is therefore 
in default. 1/ 


On the basis of that order it is therefore found that: 2/ 


1. During the period from about July 1972 to September 
1973, registrant willfully violated Section 17(a) of the Se- 
curities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder by participating in a fraudulent and 
manipulative scheme involving the common stock of Epoch 
Corporation. Registrant published bids for the stock and 
purchased it at successively higher prices in order to create 
the appearance of a market and to raise the stock’s price. In 
addition, it induced other broker-dealers to enter bid and 
ask quotations, and made material misstatements to pur- 
chasers concerning the safety of an investment and the exist- 
ence of a bona fide independent market for Epoch stock. 


2. During the same period, registrant willfully violated Sec- 
tion 7(c)(1) of the Exchange Act and Regulation T promul- 
gated thereunder by the Board of Governors of the Federal 
Reserve System in that it improperly extended, maintained 
and arranged for credit to and for customers. 


3. During the period from about March to September 1973, 
registrant willfully violated Section 17(a) of the Exchange 
Act and Rule 17a-3 thereunder in that it failed to make ac- 
curately and keep current certain books and records. 


In view of the foregoing, it is in the public interest to revoke 
registrant’s broker-dealer registration. 


Accordingly, 1T IS ORDERED that the registration as a 
broker and dealer of Associated Underwriters, Inc. be, and it 
hereby is, revoked. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in that order may be deemed true 
as to a defaulting respondent. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11226/February 6, 1975 


See Securities Investor Protection Act Release No. 26/Feb- 
ruary 6, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11227/February 6, 1975 


Admin. Proc. File No. 3-4268 


In the Matter of 





BROCE HALPERN 
2291 Paimer Avenue 
New Rochelle, New York 


MURRAY LEVINE 
240-20 66th Avenue 
Douglaston, New York 


GARY FREDERICKS 
38 Bay 31st Street 
Brooklyn, New York 


FINDINGS AND ORDER BARRING ASSOCIATION 
WITH BROKER-DEALER 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Bruce Halpern, who was a registered broker- 
dealer, and Murray Levine and Gary Fredericks, who were 
traders for broker-dealer firms, failed to answer the order 
that instituted these proceedings with respect to them and 
are therefore in default. 1/ 


On the basis of that order it is therefore found that: 2/ 


1. During the period from about October 1, 1969 to May 
14, 1970, respondents willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder by participating in a manipulative 
scheme involving the common stock of Belmont Franchis- 
ing Corporation. Pursuant to that scheme, a market for Bel- 
mont stock was initiated at an artificial level and controlled 
and manipulated thereafter; fictitious prices for the stock 
were quoted in the “pink sheets” published by the National 
Quotation Bureau, Inc. and otherwise; and secret arrange- 
ments were made to trade Belmont stock and quote it in 

the pink sheets in return for protection against loss, and to 
engage in transactions in the stock at the direction of others. 


2. On October 19, 1972, Fredericks was convicted of con- 
spiracy to violate the antifraud provisions of the Securities 
and Exchange Acts, and the mail and wire fraud provisions 
of the United States Code, in connection with his transac- 

tions in Belmont stock. 3/ 


In view of the foregoing, it is in the public interest to bar 
respondents from association with any broker-dealer. 


Accordingly, IT IS ORDERED that Bruce Halpern, Murray 
Levine and Gary Fredericks be, and they hereby are, barred 
from being associated with any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission's Rules of Practice provides 
that the allegations in that order may be deemed true as to a 
defaulting respondent. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


3/ United States v. Soldano, et al., 71 Cr. 499 (S.D.N.Y.). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11228/February 6, 1975 


Admin. Proc. File Nos. 3-2848 and 3-4268 
In the Matter of 


RICHARD GREENBERG 
44 Adam Road West 
Massapequa, New York 


NOTICE THAT INITIAL DECISIONS HAVE 
BECOME FINAL 


In these two broker-dealer proceedings under the Securities 
Exchange Act, no petition for review of the administrative 
law judge’s initial decisions has been filed with respect to 
Richard Greenberg. The time for filing any such petition has 
expired and the Commission has not determined to review 
the issues with respect to Greenberg on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission’s Rules of Practice, that the initial deci- 
sions of the administrative law judge with respect to Rich- 
ard Greenberg have become the Commission’s final deci- 
sions. The orders in those decisions barring Greenberg from 
association with any broker or dealer are hereby declared 
effective. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18792/January 31, 1975 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CONSOLIDATED GAS SUPPLY CORPORATION 
CNG PRODUCING COMPANY 

Clarksburg, West Virginia 

(70-5317) 


ORDER APPROVING PROPOSALS TO TRANSFER 
LEASE INTERESTS TO NON-UTILITY SUBSIDIARY 
AND TO ISSUE AND SELL COMMON STOCK AND 
LONG-TERM NOTES TO PARENT HOLDING COM- 
PANY; EXCEPTION FROM COMPETITIVE BIDDING 


Consolidated Natural Gas Company (“Consolidated”), a 
registered holding company, and CNG Producing Company 
(“CNG Producing”) and Consolidated Gas Supply Corpor- 
ation (“Supply Corp.”), non-utility subsidiaries of Consoli- 
dated, have filed a joint application-declaration, and amend- 
ments thereto, with this Commission pursuant to Sections 
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6, 7, 9, 10 and 12 of the Public Utility Holding Company 
Act of 1935 (“Act’’) and Rules 43, 44, 45 and 50(a)(3) 
thereunder as applicable to the following proposed transac- 
tions. 


Supply Corp., until 1972, represented the Consolidated sys- 
tem in bidding on and acquiring leases on production pro- 
perties from the Department of the Interior. It currently 
owns lease interests on both developed and undeveloped 
production properties in the Gulf of Mexico and in states 
proximate thereto. Since 1972, as the result of Federal 
Power Commission (““FPC”) optional pricing orders which 
have had the effect of putting CNG Producing in a superior 
competitive position in bidding on and acquiring lease inter- 
ests, CNG Producing, and not Supply Corp., has represented 
the Consolidated system in acquiring production properties. 
Consolidated now proposes to take further steps in making 
CNG Producing the principal production unit of the Con- 
solidated system by effecting the transfer to CNG Produc- 
ing of all of the undeveloped and most of the developed 
natural gas production properties now held by Supply 
Corp. 


As originally filed in this proceeding, authorization under 
the Act was sought in respect of the transfer of the unde- 
veloped production properties from Supply Corp. to CNG 
Producing; and it was stated that an application would be 
made to the FPC under the Natural Gas Act for authority 
to transfer the developed properties. Action by this Com- 
mission concerning the undeveloped properties was deferred 
pending action by the FPC concerning the developed proper- 
ties. On November 5, 1974 (Docket Nos. CP 74-113 and Cl 
74-276) the FPC entered an order authorizing the “transfer 
of [the developed] production properties and authorizing 
sale of gas at applicable nationwide or area rates.” 


The proposed transfers will be consummated by the acquisi- 
tion of the properties by Consolidated from Supply Corp. 
followed simultaneously by their transfer to CNG Produc- 
ing. The transfer of the properties, together with miscellan- 
eous equipment and inventories, will be made on the basis 
of net book cost to Supply Corp. at December 31, 1974. 
At September 30, 1974, such cost was as follows: 





Developed properties $52,058,000 
Undeveloped properties 2,639,000 

Miscellaneous equipment 
and inventories 3,125,000 
Sub-total $57,822,000 
Deferred taxes (6,470,000) 
$51,352,000 





In exchange for the properties to be transferred to Consoli- 
dated, a portion (to be fixed pursuant to a formula) of the 
long-term undebtedness of Supply Corp. to Consolidated 
will be cancelled. The balance of the net book cost over 

the amount of the cancelled indebtedness will be treated 

as the payment of a dividend in kind to Consolidated. In 
turn, CNG Producing, in consideration for the properties 
transferred to it by Consolidated, will issue and deliver 513,- 
520 shares of its common stock, par value $100 per share. 


As a separate transaction from the foregoing, CNG Produc- 
ing proposes to issue and sell and Consolidated to purchase, 
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107,550 shares of CNG Producing’s common stock for $10,- 
755,000 and $50,000,000 of its long-term non-negotiable 
notes. The common stock to be sold, together with the 513,- 
520 shares of common stock to be issued and delivered in 
connection with the aforementioned transfer to CNG Pro- 
ducing of the production properties, represents a portion of 
the common stock which was newly authorized for this pur- 
pose (see Holding Company Act Release No. 18753, dated 
January 2, 1975). The notes will mature $10,000,000 an- 
nually beginning December 31, 1976 and each December 

31 thereafter through 1980, will bear interest at the rate of 
8.75% per annum, and may be prepaid at any time at CNG 
Producing’s option. 


CNG Producing proposes to use the proceeds from the sale 
of its common stock and notes to (1) repay Consolidated 

for open account advances totaling $29,315,000, (2) to re- 
pay Supply Corp. for emergency advances totaling $30, 100,- 
000 made to enable CNG Producing to participate in lease 
acquisitions, and (3) to reimburse Supply Corp. $1,340,000 
for expenditures associated with geological and geophysical 
studies provided to CNG Producing for the latter’s use. 


As indicated above, the Federal Power Commission has ap- 
proved the transfer of the developed production properties. 
No State commission, and no other Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18759), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisified and that no 
adverse findings are necessary; and that it is appropriate ‘in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


IT IS FURTHER ORDERED, that nothing herein contained 
shall affect the jurisdiction of any other regulatory agency 
concerning rates and accounting. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18793/January 31, 1975 


See Securities Act Release No. 5564/January 31, 1975. 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18794/January 31, 1975 


Admin. Proc. File No. 3-4392 
In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 

(70-5303) 

(59-63) 


MEMORANDUM OPINION AND ORDER APPROVING 
SECTION 11(e) PLAN 


This proceeding relates to a plan of Utah Power & Light 
Company (“Utah”), a registered holding company, filed pur- 
suant to Section 11(e) of the Public Utility Holding Com- 
pany Act of 1935 (“Act’’) and other applicable provisions 
and rules thereunder, especially Sections 5(d) and 12(d) and 
Rule 44, The Section 11(e) plan has been submitted by 
Utah to comply with the Commission’s order of October 9, 
1974 (Holding Company Act Release No. 18599) requiring 
Utah and its sole subsidiary, The Western Colorado Power 
Company (‘‘Western’’), to take the necessary steps for the 
divestiture of their interests in the electric utility properties 
of Western pursuant Section 11(b)(1). Utah had previously 
consented to that order. 


The plan proposes a two-step divestiture. Utah states that 
for tax reasons it will acquire the assets and assume the lia- 
bilities of Western, said liabilities totalling about $7,410,- 
000 as of December 31, 1974. Utah will immediately sell 
the electric utility properties of Western to the Western 
Colorado Power Agency (“Power Agency”), a joint venture 
unaffiliated with Utah composed of Colorado-Ute Electric 
Association, Inc., Delta-Montrose Rural Power Lines Associ- 
ation, San Migue! Power Association and LaPlata Electric 
Association. Resolutions authorizing the proposed merger 
and sale have been approved by the boards of directors of 
Utah and Western. 


The sale price of the Western properties will be the net book 
value of the properties being sold adjusted to the date of 
the closing. As of December 31, 1974, the net book value 
of those propoerties and the sale price would have been 
$19,524,885. Utah will receive as payment certain electric 
utility properties of San Miguel Power Association, a Power 
Agency member, located in the state of Utah valued at San 
Miguel's actual net book value and the balance in cash. The 
property to be acquired by Utah is estimated at about 
$750,000 in value. 


Utah, a Maine corporation, conducts electric utility opera- 
tions throughout a major part of the State of Utah and, to 

a lesser extent, in portions of Idaho and Wyoming. Western, 
the sole subsidiary company of Utah, operates an electric 
utility system entirely within the State of Colorado. As of 
July 31, 1974, Western had a total utility plant of $25,212,- 
$01, and Utah’s comparable utility plant was $790,139,443. 


A notice of the amended plan was issued (Holding Com- 
pany Act Release No. 18599) and a hearing was held on 
October 29, 1974. No one sought to intervene at the hear- 
ing and no objections to the plan have been filed. 
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We find, pursuant to Section 11(e), that the plan is neces- 
sary to comply with Section 11(b). Our order under Section 
11(b) directed Utah to divest its interests in the electric util- 
ity properties of Western, and the proposed sale to Power 
Agency does that. 


We also find under Section 11\e) that the plan is “fair and 
equitable” to Utah and its shareholders. The purchase price, 
estimated as of December 31, 1974, at $19,524,885, repre- 
sents the net book value (computed according to a account- 
ing principles prescribed by the Federal Power Commission 
and the Colorado Public Utilities Commission) of the elec- 
tric utility assets of Western. The electric utility properties 
to be acquired by Utah are similar in character and valued 
on a comparable basis. This price was determined as the re- 
sult of arm’‘s length negotiations between two unaffiliated 
parties. 


Utah will retain certain undeveloped lands now owned by 
Western, for which Utah has alternative uses. The electric 
utility properties to be transferred to Utah are not present- 
ly interconnected with the Utah system. However, plans 
have already been developed to establish the necessary inter- 
connections and fully integrate these properties into Utah's 
system. We conclude that Utah's acquisition of the electric 
properties tends toward the economical and efficient de- 
velopment of an integrated public utility system. 


The sale of the Western assets is subject to Section 12(d) of 
the Act and Rule 44 promulgated thereunder, including the 
requirement that competitive conditions shall be maintain- 
ed with respect to the sale. On February 19, 1974, Utah 
received in general form the offer of Power Agency for the 
Western properties. Utah then solicited expressions of in- 
terest from other possible purchasers by individual letters 
and by newspaper advertisements. Approximately sixty 
persons and organizations expressed interest in acquiring 
Western’s properties, and Utah sent additional pertinent in- 
formation to them. Throughout the prebidding period Utah 
provided the same basic information to all who continued to 
have a serious interest in the Western properties. Utah then 
conducted three rounds of competitive bidding and it finally 
selected Power Agency’s bid as best of three offers. We con- 
clude that Utah maintained competitive conditions in 
effecting the sale of Western’s electric utility properties and 
in choosing Power Agency as the successful bidder. 


Pursuant to Utah’s request, upon notification that the trans- 
actions contemplated by the plan have been consummated, 
an order will be entered under Settion 5(d) of the Act de- 
claring that Utah has ceased to be a holding company under 
the Act and that its registration as such under the Act is 
terminated. 


Utah has requested that our order entered herein recite that 
each of the transactions, exchanges, sales and investments 
proposed in the plan are necessary or appropriate to effec- 
tuate the provisions of Section 11(b)(1) of the Act, in accord- 
ance with the requirements of Sections 1081 through 1083 
of the Internal Revenue Code of 1954, as amended. This 
request will be granted. 


The record is incomplete with regard to fees and expenses 
to be incurred in connection with the proposed transactions. 
The respective regulatory Commissions of Utah, Wyoming, 

Colorado and Idaho have approved various portions of the 
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transactions to the extent of their respective jurisdictions. 
An application to transfer certain licenses has been filed 
with the Federal Power Commission; that Commission’s 
order will be filed by post-effective amendment. 


he 


The Commission having considered the record and having 
concluded that the plan, as amended, is necessary to effectu- 

ate the provisions of Section 11(b)(1) of the Act and is fair 

and equitable to the persons affected thereby; and that Utah 
maintained competitive conditions in the bidding and pro- 
posed sale, of the Western utility properties, as required un- 
der Section 12(d) of the Act; 


IT IS ORDERED, pursuant to Section 11(e) of the Act, that 
said plan, as amended, be, and it hereby is, approved; and 


IT IS HEREBY DETERMINED AND ORDERED that each i 
of the transfers, sales, exchanges, expenditures and invest- 
ments described in subparagraphs | and I! below is neces- 
sary or appropriate to the integration or simplification of 
the holding company system of which Utah is a member, 
and to the effectuation of the provisions of Section 11(b} of 
the Act, and that each such transaction is hereby authorized, 
approved and directed; that the sale and transfer described 
in subparagraph | below is ordered to be consummated with- 
in 180 days from the date of this Order; and that the ex- 
penditures or investments described in subparagraph I! be- 
low are ordered to be made within 24 months of such sale 
and transfer. The transactions to which this Order relates, 
the assets which are to be transferred, sold, and exchanged, 
and the expenditures or investments which are to be made, 
are specified and itemized as follows: 


1. Utah Power & Light Company shall sell and transfer to 
The Western Colorado Power Agency the physical facilities 
and all certificates, contracts, franchises, leases, licenses, 1 | 
rights of way, appurtenant water rights and all other valuable 
possessory and nonpossessory rights and privileges which are 

held by The Western Colorado Power Company and which 

are used by it in generating, transmitting and distributing ' 
electricity in the state of Colorado (to be received by Utah 
Power & Light Company upon the liquidation of The West- 
ern Colorado Power Company into Utah) in exchange for 
cash in the amount of approximately $18,500,000 and the 
physical facilities and all certificates, contracts, franchises, 
leases, licenses, rights of way and all other valuable possessory 
and nonpossessory rights and privileges which are held by San 
Miguel Power Association in the state of Utah and which 

are used by it in the transmitting and distributing of elec- 
tricity in the state of Utah, and which have a net book value 
of approximately $750,000. 


Il. An amount equal to the amount in cash received by 
Utah Power & Light Company upon the sale and transfer of 
such assets of The Western Colorado Power Company, as 
hereinabove ordered, shall be expended or invested by Utah 
Power & Light Company in the construction of its Hunting- 
ton Generating Station Unit No. 2 and related transmission 
facilities. 





IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to enter an order pursuant to Section 
5(d) of the Act upon notification to the Commission that 
the sale of the Western utility properties has been consum- 
mated. 
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IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to fees and expenses to be 
incurred in connection with the proposed transactions. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to take such action or enter such further 
orders as may be appropriate to carry out the provisions of 
Section 11(b) and the plan approved herein. The order 
herein shall not affect the jurisdiction of any other agency 
with respect to rates and accounting. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18795/February 3, 1975 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 
(70-5338) 


ORDER AUTHORIZING PROPOSED INCREASE IN 
MAXIMUM AMOUNT OF SHORT-TERM INDEBTED- 
NESS; ISSUE AND SALE OF NOTES TO BANKS AND 
TO DEALERS IN COMMERCIAL PAPER; GRANTING 
EXCEPTION FROM COMPETITIVE BIDDING 


American Electric Power Company (“AEP”), a registered 
holding company, has filed with this Commission a post- 
effective amendment to its application, as amended, pre- 
viously filed in this proceeding pursuant to Section 6(b) 

of the Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 50(a)(5) promulgated thereunder regarding the 

| following proposed transactions. 


By orders dated June 29, 1973, June 11, 1974, July 5, 
1974, October 1, 1974, and December 31, 1974 (Holdin, 
Company Act Release Nos. 18013, 18449, 18481, 18588 
and 18740), the Commission, among other things, author- 
ized the issuance and sale, from time to time prior to 

June 30, 1975, of short-term notes (including commercial 
paper) in an aggregate amount of not more than $150,- 
000,000 to be outstanding at any one time. None of such 
notes would mature later than December 31, 1975. 


AEP now proposes that the maximum aggregate amount of 
short-term indebtedness it may incur be increased to $175,- 
000,000. 





The proceeds from the sale of the short-term notes and 
commercial paper are to be applied by AEP, together with 
other funds, to make additional investments in certain of 

its public-utility subsidiary companies to assist them in the 
financing of the costs of their respective construction pro- 
grams. AEP anticipates making such investments in Indiana 
and Michigan Electric Company in the amount of $30,000,- 
000 and in Ohio Power Company and/or Appalachian Power 
Company in the amount of $25,000,000 during the tirst 
half of 1975. The proceeds may also be applied to retire 
short-term obligations previously issued by AEP. 








The notes to be sold to banks will bear interest not greater 
than the prime commercial rate then in effect, will mature 
not more than 270 days from the date of issue or reissue 
thereof, and will be prepayable at any time without premium 
or penalty. Prior orders in this proceeding have specified 
banks from which AEP may borrow, the maximum amounts 
of such borrowings and the terms thereof. If additional banks, 
amounts or different terms are to be involved, AEP will file 
with the Commission by further post-effective amendment 

a list of the banks to which it proposes to issue and sell the 
proposed notes. Such post-effective amendment will also 
indicate compensating balances, if any, required to be main- 
tained in connection with the borrowings and the effective 
annual cost of said borrowings. No notes will be issued and 
sold prior to the issuance of a supplemental order by the 
Commission in connection therewith. 


AEP proposes to issue and sell, from time to time prior to 
June 30, 1975, commercial paper to a dealer in commercial 
paper (‘dealer’). The commercial paper notes will be of 
varying maturities with no such notes maturing more than 
270 days after the date of issue, and none will be prepayable 
prior to maturity. Such notes, in denominations of not less 
than $50,000 and not more than $5,000,000, will be issued 
and sold by AEP directly to the dealer at a discount rate 
which will not be in excess of the discount rate per annum 
prevailing at the date of issuance for commercial paper of 
comparable quality and maturity. No commercial paper 
notes will be issued having a maturity of more than 90 days 
if such commercial paper notes would have an effective in- 
terest cost which exceeds the effective interest cost at which 
AEP could borrow from banks. The dealer will reoffer the 
commercial paper notes to not more than 200 of such deal- 
er’s customers, identified and designated in a nonpublic list 
prepared by the dealer in advance, at a discount rate of 1/8 
of 1% per annum less than the discount rate to AEP. It is 
expected that such customers of the dealer will hola the 
commercial paper notes to maturity, but, if any such cus- 
tomer wishes to resell such commercial paper prior to ma- 
turity, the dealer, pursuant to a verbal repurchase agreement, 
will repurchase such commercial paper sold by it and reoffer 
it to other customers on the list. 


It is stated that AEP will retire any notes to banks or com- 
mercial paper issued and sold pursuant to the authorization 
of the Commission in this proceeding on or before December 
31, 1975, from internal cash resources and with the pro- 
ceeds of the sale of common stock and such other securities 
as the Commission may authorize. 


AEP requests an exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of 

its commercial paper. AEP states that it is not practical to 
invite competitive bids for commercial paper. AEP also re- 
quests authority to file certificates under Rule 24 with re- 
spect to the issue and sale of commercial paper hereafter 
consummated pursuant to this proceeding on a quarterly 
basis. 


No fees and expenses are expected to be incurred in connec- 
tion with the proposed transactions. No state commission 
and no federal commission, other than this Commission, 
has jurisdiction with respect to the proposed transactions. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under the 
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Act (Holding Company Act Release No. 18760), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards cf the Act and the rules 
thereunder are satisified and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said ap- 
plication, as further amended by said post-effective amend- 
ment, be granted: 


iT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as fur- 
ther amended by said post-effective amendment, be granted 
forthwith, subject to the terms and conditions prescribed 

in Rule 24 under the Act, except that the time for filing 
certificates under Rule 24 is extended as heretofore indi- 
cated. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18796/February 3, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 
(70-5332) 


ORDER AUTHORIZING PROPOSED INCREASE IN 
MAXIMUM AMOUNT OF SHORT-TERM INDEBTED- 
NESS; ISSUE AND SALE OF NOTES TO BANKS AND 
TO DEALERS IN COMMERCIAL PAPER; EXCEPTION 
FROM COMPETITIVE BIDDING 


Indiana & Michigan Electric Company (“1&M”), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed 
with this Commission a post-effective amendment to its 
application previously filed and amended in this matter, 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 50(a)(5) promul- 
gated thereunder regarding the following proposed trans- 
actions. 


By orders dated June 29, 1973, June 7, 1974, June 11, 
1974, July 5, 1974, October 25, 1974 and December 31, 
1974 (Holding Company Act Release Nos. 18014, 18445, 
18453, 18479, 18629 and 18743), this Commission, 
among other things, authorized the issuance and sale of 
short-term notes by 1&M to 38 banks and to dealers in 
commercial paper in an aggregate amount not to exceed 
$150,000,000 outstanding at any one time. The notes 
were to be issued from time to time prior to June 30, 
1975 as funds are required, provided that none of the 
notes would mature later than December 31, 1975. 


It is now proposed that the maximum aggregate amount 
of 1&M’s short-term indebtedness be increased to $165,- 
000,009. In no event would the borrowings by 1&M of 
short-term funds through the issuance and sale of notes to 
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banks and commercial paper to dealers in commercial paper 
exceed the maximum amount allowable both under 1&M’s 
Articles of Acceptance and the consent granted by 1&M’s 
Cumulative Preferred stockholders permitting an increase in 
the amount of unsecured short-term debt that 1&M could in- 
cur, which maximum amount as of September 30, 1974, was 
approximately $168,000,000. 


Each note payable to a bank to be issued by 1&M will be 
dated as of the date of the borrowing which it evidences and 
will mature not more than 270 days after the date of issu- 
ance or renewal thereof. The notes are to be issued from 
time to time prior to June 30, 1975, as funds are required, 
provided that none of the notes will mature later than De- 
cember 31, 1975. 


Each note will bear interest no greater than the prime rate 
of commercial banks at the time of issuance or in effect 
from time to time and will be prepayable at any time with- 
out premium or penalty. It is stated that 1!&M will not pay 
any fees or charges to any of such banks in connection with 
the issuance and sale of the notes. Sufficient bank balances 
to meet operating and financial needs are kept at the banks 
to satisfy any compensating balance requirements of such 
banks in connection with the borrowing. If the average of 
such bank balances were maintained solely in order to ful- 
fill the prevailing compensating balance requirements of 
such banks, generally between 15% and 20%, the effective 
interest cost to 1&M of issuance and sale of such notes to 
banks, assuming a 10%% prime interest rate, would range 
between 12.06% and 12.8%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with no 
maturity more than 270 days after the date of issue; none 
will be prepayable prior to maturity. The commercial paper 
notes will be sold directly to not more than two dealers at a 
discount not in excess of the discount rate per annum pre- 
vailing at the time of issuance for commercial paper of com- 
parable quality and maturity. No commercial paper notes 
will be issued having a maturity more than 90 days at an 
effective interest cost which exceeds the effective interest 
cost at which 1&M could borrow from banks. The dealers 
will reoffer the commercial paper notes to not more than 
100 of their customers identified and designated in a list 
(nonpublic) prepared in advance. It is expected that 1&M’s 
commercial paper notes will be held by each dealer’s cus- 
tomers to maturity but if the customers wish to resell prior 
to maturity, the dealer, pursuant to a verbal repurchase 
agreement, will repurchase the notes and reoffer them to 
others in its group of 100 customers. 


1&M requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issuance and sale 
of its commercial paper pursuant to paragraph (a) (5) there- 
of on the grounds that it is not practicable to invite com- 
petitive bids for commercial paper. 1&M also requests auth- 
ority to file certificates under Rule 24 with respect to the 
issue and sale of commercial paper hereafter consummated 
pursuant to this proceeding on a quarterly basis. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debt presently outstand- 
ing and to pay part of the cost of its future construction 
program. Such construction expenditures for the first half 
of 1975 is estimated to total $100,000,000. The applica- 
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tion states that, unless otherwise authorized by the Commis- 
sion, all of the short-term debt of 1&M will be retired prior 


or equity financing, or cash capital contrihutions. 


"i 9 to December 31, 1975, from internal cash resources, debt 
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No fees and expenses are expected to be incurred in connec- 

tion with the proposed transactions. No state commission 

and no federal commission, other than this Commission, has 
| jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective amendment to 
the application has been given in the manner prescribed in 
Rule 23 promulgated under the Act (Holding Company Act 
Release No. 18758), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appro- 

priate in the public interest and in the interest of investors 
and consumers that said application, as amended by said 
post-effective amendment, be granted: 





IT 1S ORDERED, pursuant to the applicable provisions of 

the Act and rules thereunder, that said application, as 

amended by said post-effective amendment, be, and it here- 

by is, granted forthwith, subject to the terms and conditions 

prescribed in Rule 24 promulgated under the Act except 
that the time for filing the certificates under Rule 24 is ex- 
tended as heretofore indicated. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18797/February 3, 1975 


In the Matter of 


ALABAMA POWER COMPANY et al. 
Birmingham, Alabama 
(70-5471) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF NOTES TO BANKS BY SUBSIDIARY 
COMPANY 


Alabama Power Company (“‘Alabama”), an electric utility 
subsidiary company of The Southern Company (“South- 
ern’), a registered holding company, has filed with this Com- 
mission a post-effective amendment to the application-de- 
claration in this proceeding pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (““Act’’) re- 
garding the following transactions. 


By Orders dated March 27, 1974 (HCAR No. 18340) and 
November 7, 1974 (HCAR No. 18645), the Commission, 
among other things, authorized Alabama to issue and sell 
unsecured notes to banks and/or commercial paper to deal- 
eis from time to time through March 31, 1975, up to an 
aggregate principal amount of $135,000,000 outstanding at 
any one time. 








Alabama now proposes to increase its proposed borrowings 
up to an aggregate of $235,000,000 outstanding at any one 
time. In addition to the arrangements heretofore set forth in 
this proceeding, Alabama will borrow from nonterritorial 
banks in accordance with terms proposed to be provided by 
a credit agreement (“Agreement”) to be entered into among 
Southern, Alabama, and Georgia Power Company (“Geor- 
gia”) and the banks. Subject to certain limitations described 
in the Agreement and subject to their respective authority in 
this proceeding, the maximum aggregate principal amount 
Southern, Alabama, and Georgia would be permitted to bor- 
row under the Agreement would be approximately $500,- 
000,000 (“Commitment”), and the maximum aggregate 
amount which Alabama would be permitted to borrow at 
any time would be equal to the amount of the Commitment 
less borrowings by Southern and Georgia from time to time 
outstanding (“Alabama Commitment”’). 


The borrowings by Alabama under the Agreement will be 
evidenced by notes to the banks maturing not later than 9 
months from the date of issuance thereof, and in any event 
not later than December 31, 1975. It is proposed that each 
such note will bear interest at a fluctuating interest rate per 
annum equal to 115% of the higher of (a) the prime rate in 
effect from time to time or (b) 1/2 of 1% above the latest 
three-week moving average interest rate payable on 90 to 
119-day dealer-placed commercial paper. Alabama will be 
permitted, on the terms and under the conditions to be pro- 
vided in the Agreement, to prepay borrowings from time to 
time, in whole or in part without penalty or premium, to re- 
borrow up to the maximum amount of the Alabama Commit- 
ment from time to time and, together with Southern and 
Georgia, to reduce or terminate the Commitment. 


It is proposed that under the Agreement the banks will 
charge fees consisting of a commitment fee (based on the un- 
used portion of the Commitment) from January 1, 1975, 
through the term of the Agreement at the rate of 1/2 of 1% 
per annum, a facility fee (based on the Commitment, wheth- 
er used or unused) from January 1, 1975, through the term 
of the Agreement at the rate of 1/4 of 1% per annum, and 

an additional fee (based on the unused Commitment and out- 
standing borrowings) at the rate of 10% of the interest rate 
in effect from time to time on outstanding borrowings. Giv- 
ing effect to these fees, assuming full utilization of the Com- 
mitment and based on a prime rate of 10-%% per annum 

and the three-week moving commercial paper rate of 9.24% 
for the terminal week of January 1, 1975, the effective in- 
terest rate on borrowings would be 13.06% per annum. 


Pending the effectiveness of the Agreement, Alabama pro- 
poses from time to time to make borrowings hereunder as 
available on terms comparable to but not more burdensome 
than those proposed to be provided by the Agreement. 


Alabama will use the proceeds of its short-term borrowings 
to finance construction, to reimburse its treasury for prior 
construction expenditures, and to pay at maturity bank 
notes and commercial paper issued for such purposes. Certi- 
ficates of notification under Rule 24 in respect of the pro- 
posed borrowings are to be filed quarterly. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 

Due notice of the filing of said post-effective amendment 
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to the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (Holding 
Company Act Release No. 18763), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that it 
is appropriate in the public interest and in the interest of in- 
vestors and consumers that said application-declaration, as 
amended by said post-effective amendment, be granted and 
permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended by said post-effective amendment, be, and 


it hereby is, granted and permitted to become effective forth- 


with, subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18798/February 3, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 
(70-5463) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF NOTES TO BANKS 


Georgia Power Company (“Georgia”), a public utility sub- 
sidiary of The Southern Company (“Southern”), a register- 
ed holding company, has filed with this Commission a fur- 
ther post-effective amendment to the application-declara- 
tion as heretofore amended, pursuant to Sections 6(a), 6(b), 
and 7 of the Public Utility Holding Company Act of 1935 
(“Act”), with respect to the following transaction. 


By Orders dated July 31, 1974, and December 4, 1974 
(HCAR Nos. 18517 and 18692, respectively), the Commis- 
sion, among other things, authogized Georgia to issue and 
sell unsecured notes to non-territorial banks (“Banks”) and/ 
or commercial paper to dealers, from time to time through 
March 31, 1975, up to an aggregate principal amount of 
$250 million outstanding at any one time. At the close of 
1974, Georgia’s borrowings from the Banks amounted to 
approximately $293,000,000. The effective cost of borrow- 
ed money from the Banks under that authorization is based 
upon the prime commercial rate and 20% compensating 
balance required by the Banks. Assuming a 10% prime rate 
and the required 20% compensating balance, the effective 
cost of money under this formula is equal to 12.5% per 
annum. 


To provide for repayments to the Banks of existing borrow- 
ings by Georgia, Southern and Alabama Power Company 
(“Alabama”), another operating subsidiary of Southern, 
and for additional short-term funds pending permanent fi- 
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nancing, said post-effective amendment states that the three 
companies propose to enter into a new agreement (“Agree- 
ment”) with the Banks for aggregate borrowing of approxi- 
mately $500,000,000. Of that amount, Southern’s share 
would be limited to $76,000,000, and the balance will be 
available to Georgia and Alabama. Georgia’s borrowings 
under the Agreement will continue to be governed by said 
authorization of 1974, in respect of maximum aggregate 
short-term debt at any one time outstanding $250,000,000) 

and in respect of the time limitation for borrowing (March 

31, 1975). The only change under the proposed Agreement 
will be in the method of computing the effective interest | 
cost. In that respect, the Agreement provides that borrow- 

ings thereunder will bear annual interest equal to 115% of 
the higher of (a) the prime rate in effect from time to time 

or (b) one-half of 1% above the latest three-week moving 
average interest rate payable on 90 to 119-day dealer-placed 
commercial paper, plus certain fees. Giving effect to these 

fees, and based on the current prevailing prime rate of 10%, 

the effective cost of borrowing’s under the Agreement would 

be 12.75% per annum. It is stated that no firm commitment 

has as yet been made by the Banks under the proposed 
Agreement. 


Y] 


No State commission and no Federal commission, other than 
this Commission, has jurisdiction over the transaction pro- 
posed in the instant post-effective amendment. Fees and ex- 
penses to be incurred in connection with said transaction 
are estimated at $47,000, including counsel fees of $40,000. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and rules thereunder 
are satisfied and that no adverse findings are necessary ; and 
that it is appropriate in the public interest and in the inter- 

est of investors and consumers that said application-declara- 4} 
tion, as heretofore amended and as further amended by said | 
post-effective amendment, be granted and permitted to be- 
come effective: 


IT iS ORDERED, pursuant to the applicable provisions of 

the Act and rules thereunder, that said application-declara- 
tion as previously and further amended by said post-effec- 

tive amendment, be, and it hereby is, granted and permitted 

to become effective forthwith, subject to the terms and con- 
ditions of Rule 24 promulgated under the Act, the certifica- 
tions thereunder to be filed on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18799/February 3, 1975 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER COMPANY 
P. O. Box 270 

Hartford, Connecticut 06101 

(70-5614) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS AND TO A DEALER IN COMMERCIAL 
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PAPER AND EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Connecticut Yankee 
Atomic Power Company (“Connecticut Yankee”), an elec- 
tric utility subsidiary company of Northeast Utilities 
(“Northeast”) and of New England Electric System (““New 
England”), both of which are registered holding companies, 
has filed a declaration and an amendment thereto with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Sections 6 and 7 of 
the Act and Rule 50(a)(5) promulgated thereunder as appli- 
cable to the proposed transactions. All interested persons 
are referred to the declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Connecticut Yankee proposes to issue and sell, from time 
to time on or before March 1, 1976, short-term securities in 
an aggregate principal amount not to exceed $30,000,000 
outstanding at any one time. Such securities will be in the 
form of short-term notes issued to banks or commercial 
paper issued to a dealer in such securities. 


The proposed bank notes will each be dated as of the date 
of issue, will have maximum maturity dates of nine months, 
will bear interest at a rate per annum not in excess of one 
percent (1%) above the prime rate in effect at the lending 
bank on the date of issue, and will be subject to prepayment 
at any time at Connecticut Yankee’s option without premi- 
um. The banks which will participate in Connecticut Yan- 
kee’s short-term borrowing program and the maximum com- 
mitment of each bank is as follows: 


The Chase Manhattan Bank, 





New York, New York $18,000,000 

The Connecticut Bank & Trust 
Company, Hartford, Conn. 6,000,000 
Total $24,000,000 


The lines of credit are to be secured by a deposit of 10% of 
the amount of the line at the time it is committed. in addi- 
tion, at the time of the first borrowing pursuant to the line 
of credit, Connecticut Yankee will make an additional de- 
posit (compensating balance) of 10% of the entire com- 
mitted line. Assuming a full 20% compensating balance and 
borrowings at one percent (1%) above the prime rate, the 
effective cost of borrowing would be approximately 13.1%, 
based on an assumed prime interest rate of 9-1/2%. 


The proposed commercial paper notes will be issued in de- 
nominations of not less than $50,000 and not more than 
$1,000,000, will have a maturity of not more than 270 
days, will not be repayable prior to maturity, and will be 
sold by Connecticut Yankee directly to Lehman Commer- 
cial Paper, Incorporated, a dealer in commercial paper, at 
the discount rate per annum prevailing at the date of issu- 
ance for commercial paper of comparable quality and of the 
particylar maturity sold by public-utility issuers to commer- 
cial paper deaiers. No commercial paper notes having a ma- 
turity of more than 90 days will be issued at an effective 
interest cost which exceeds the effective interest cost at 
which Connecticut Yankee could borrow from banks in an 
amount at least equal to the principal amount of such com- 
mercial paper. No commission or fee will be payable in con- 
nection with the issuance and sale of the commercial paper. 
The commercial paper dealer, as principal, will reoffer the 


commercial paper to institutional investors at a discount of 
no more than 1/8 of 1% per annum less than the prevailing 
discount rate to Connecticut Yankee in such manner as not 
to constitute a public offering. The commercial paper will be 
reofferec to not more than 200 identified and designated cus- 
tomers in a list (nonpublic) prepared in advance by the deal- 
er. It is anticipated that the commercial paper will be held by 
customers to maturity, but if such customers desire to resell 
prior to maturity, the dealer, pursuant to a verbal repurchase 
agreement, will repurchase the commercial paper and reoffer 
the same to others in the group of 200 customers. 


The funds to be derived from the issuance and sale of bank 
notes and commercial paper will be applied by the company 
(i) to repay $30,000,000 of existing bank notes and commer- 
cial paper presently outstanding pursuant to an order of the 
Commission dated September 14, 1973 (HCAR No. 18096), 
(ii) to provide funds for capital expenditures consisting prin- 
cipally of replacement turbine rotors, high energy pipe brake 
modification, the construction of a warehouse, and for the 
purchase of additional nuclear fuel. It is contemplated that 
the bank notes and commercial paper will be repaid in large 
part from the proceeds of a leverage lease nuclear fuel trans- 
action in May or June of 1975 and with a mortgage bond 
issue later in 1975. It is represented that a small quantity of 
commercial paper will remain outstanding as a continuing 
component of the fuel financing program. 


It is stated that no fees or commissions (including counsel 
fees) will be paid or incurred, directly or indirectly, in con- 
nection with the proposed transactions and that incidental 
services, valued at an estimated $500, will be performed at 
cost by Northeast Utilities Service Company, an affiliated 
service company. It is further stated that no State commis- 
sion and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Connecticut Yankee requests that the issue and sale of its 
commercial paper notes be excepted from the competitive 
bidding requirements of Rule 50 pursuant to subparagraph 
(a)(5) thereof in view of the fact that current rates for com- 
mercial paper for prime borrowers such as Connecticut Yan- 
kee are readily ascertainable by reference to daily financial 
publications and that it is not practicable to invite competi- 
tive bids for commercial paper. Connecticut Yankee further 
requests that the certificates under Rule 24 be filed on a 
quarterly basis with respect to the commercial paper. 


NOTICE IS FURTHER GIVEN that any interested person: 
may, not later than February 27, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the declara- 
tion, as amended or as it may be further amended, may be 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
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Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18800/February 3, 1975 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 
(70-5575) 


MEMORANDUM OPINION AND ORDER AUTHORIZING 
PROPOSED ISSUE AND SALE OF COMMON STOCK BY 
NEGOTIATION AND DENYING REQUEST FOR INTER- 
VENTION, CONSOLIDATION AND ORAL ARGUMENT 


Central and South West Corporation (““CSW”), a registered 
holding company, filed a declaration and amendments 
thereto pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) with respect to the 
sale of 4,300,000 shares of its common stock, par value 
$3.50 per share, by public offering through underwriters. 

In its initial filing on November 4, 1974, CSW also requested 
an exception from the competitive bidding requirements of 
Rule 50. This request became moot when on November 7 
we announced the temporary suspension of competitive 
bidding for such issues (Holding Company Act Release No. 
18646). 


Notice of the proposed financing was issued pursuant to 
Rule 23 and was published on Novmeber 18 (Holding Com- 
pany Act Release No. 18662). The notice stated that the 
stock was expected to be offered for sale on or about Janu- 
ary 30, 1975, and set December 10, 1974, as the last day 
for a request for a hearing thereon. No timely request for 
hearing or other objection was filed. 


The stock is to be purchased by an underwriting group for 
which Morgan Stanley & Co., Inc., Merrill Lynch, Pierce, 
Fenner & Smith, Inc., and Solomon Brothers are managers, 
and will be reoffered to the public on February 4, 1975. 
The public offering price and the underwriters’ commission 
wili be based on the closing New York Stock Exchange 
prices for CSW shares on February 3. At present market 
prices about $69,000,000 in gross proceeds would be ob- 
tained from the offering. 


Net proceeds of the sale of the stock will be used for the 
payment of short-term borrowings, including $42,000,000 
of commercial paper maturing February 11. The balarce of 
the proceeds will be applied to the purchase of additional 
shares of common stock of three of CSW’s four electric 
utility subsidiary companies. An application is pending 
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(Holding Company Act Release No. 18761, January 8, 1975) 
for authority to supply the following amounts of equity capi- 
tal to the subsidiaries to finance in part their respective 1975 
construction budgets. 


Proposed 1975 Con- 
Equity In- struction 
vestment Budget 





Central Power and Light Company $25,000,000 $ 75,035,000 


(CPL) 
Public Service Company of Oklahoma 

(PSO) 10,000,000 54,509,000 
Southwestern Electric Power Company 

(SEP) 9,999,990 _ 74,734,000 


Total $45,004,990 $204,278,000 
On January 23, 1975, six wholesale customers of PSO (“‘pe- 
titioners”) filed a petition to intervene, a request to consoli- 
date this pending financing with other matters and a request 
for oral argument. CSW’s reply, filed on January 28, opposed 
all petitioners’ requests. 


Petitioners complain of the arrangements in a power pool in 
Texas, of which two of CSW’s subsidiaries are members, 
which does not permit any direct or indirect flow of energy 
across the boundaries of Texas. They allege that these ar- 
rangements have a significant effect on the costs of PSO, the 
CSW subsidiary of which they are customers. They contend 
that this practice is contrary to the requirements of Section 
11(b)(1) of the Act, which contemplates that the CSW sys- 
tem be operated as a single interconnected and coordinated 
system. They have requested that the Commission institute 
proceedings under the Act against CSW and against other 
unaffiliated members of the power pool, apparently with 
the goal of making its energy available to PSO. 


Petitioners seek to relate their contentions to this financing 
by asserting that, if the ultimate relief they seek is granted, 
CSW’‘s capital needs and the construction requirements of 
its subsidiaries would change. But CSW, as a registered hold- 
ing company, has a current continuing obligation to provide 
electric service through its subsidiaries. This obligation can- 
not be suspended pending consideration of novel and far- 
reaching contentions that extensive changes in the existing 
pattern of electric supply in this area are required under the 
Act. The proceeds of the proposed stock will be applied to 
the repayment of short-term borrowings routinely made in 
anticipation of this annual common stock financing, and to 
supply additional equity capital to CSW’s operating electric 
utility company subsidiaries. We hold petitioners’ objections 
irrelevant, without implying any opinion, either factual or 
legal, on the merits of their contentions relating to PSO’s 
access to electric energy from Texas. 


When the Act was adopted in 1935, few, if any, holding 
companies were in compliance with the requirements of 
Section 11(b), and it was contemplated that compliance 
therewith would be a prolonged process. The other regula- 
tory sections of the Act were drawn to apply concurrently 
and independently of Section 11. In administering the Act, 
financing was regularly authorized on the basis of the needs 
ofthe system as it existed. The Act did not contemplate 
that the required authorization of necessary financing un- 
der Sections 6 and 7 would be used as a vehicle to obtain 
concessions with respect to questions under Section 11 
whenever this appeared to be tactically advantageous. Sec- 
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tion 11 contains its own procedural and enforcement provi- 
sions. 


Petitioners filed a separate complaint last year requesting, 
among other things, that we reconsider our finding (18 SEC 
296 (1945)) that CSW is a single integrated electric utility 
system. Our staff has been engaged in a study under Section 
11(a) of the relevant operations to provide the underlying 
data for a meaningful decision with respect to a proceeding 
to determine if the conditions upon which our prior Section 
11(b) order was predicated no longer exist. 


The petition for intervention in this proceeding was filed 
about six weeks after the notice period had expired. Peti- 
tioners do not explain the cause of the delay but state that 
their objections should be considered because the sale of 
the CSW stock was scheduled for the first week in February. 


Public financing, particularly under present circumstances, is 
a critical and complex matter. It calls for extensive prepara- 
tion by the issuer and underwriters. Any last minute disrup- 
tion of the scheduled offering may have serious consequences. 
Tardy objections create an administrative emergency, which 
our rules are designed to avoid. It is necessary, therefore, to 
enforce the time limits established by Rule 23. Under the 
circumstances we will deny the request made out of time to 
intervene in this proceeding. 


Petitioners also object to certain fuel procurement activities 
of PSO, including several oil and gas ventures with non-affili- 
ates. PSO has filed with us an application for approval of 
these ventures (File No. 70-5601). Petitioners’ objections 
should be resolved in that proceeding to the extent that 
they are directed to matters within our jurisdiction. The Act 
does not give us plenary authority over each and every con- 
tract of operating subsidiaries with non-affiliates. Nor can 
our statutory jurisdiction be extended in the guise of 
conditions attached to the common stock offering by CSW. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses estimated at $150,- 
000 are expected to be incurred in connection with the pro- 
posed transaction, including legal fees of $38,000 and ac- 
countants’ fees of $15,000. 


We find that the applicable standards of the Act and the 
rules thereunder are satisfied, subject to the reservation of 
jurisdiction ordered below: 


IT 1S ORDERED, accordingly, pursuant to the applicable 
provisions of the Act and rules thereunder, that said declara- 
tion, as amended, be and it hereby is permitted to become 
effective forthwith, subject to terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that the request by petitioners 
for intervention, consolidation and oral argument be, and it 
hereby is, denied. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the terms and conditions of the pro- 
Posed sale of the stock, including the price to CSW and the 
underwriters’ compensation. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18801/February 4, 1975 


Admin. Proc. File No. 3-1698 
In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 
Westboro, Massachusetts 


EASTERN UTILITIES ASSOCIATES 
225 Franklin Street 
Boston, Massachusetts 


BOSTON EDISON COMPANY 
800 Boylston Street 
Boston, Massachusetts 


EASTERN ELECTRIC ENERGY SYSTEM 
225 Franklin Street 

Boston, Massachusetts 

(70-4663) 


FINDINGS AND OPINION OF THE COMMISSION 


ACQUISITION OF ASSETS AND SECURITIES 
Acquisitions Generally—Applicable Standards 


Where two registered holding companies and operating elec- 
tric utility company applied for approval of their plan to 
affilitate as components of a single registered holding com- 
pany which would be by far the largest electric system in a 
well-defined area and have about 40% of area’s electric sales, 
revenues, customers and generating capacity, held, applica- 
tion denied, since showing made of resultant economies and 
efficiencies inadequate to justify an affiliation of the magni- 
tude proposed. 


APPEARANCES: 


George H. Lewald, Allen O. Eaton and Thomas G. Dignan, 
Jr., of Ropes and Gray, for applicants. 


Richard B. Dunn and James M. Carroll, for New England 
Electric System. 


Malcolm D. Perkins and John P. Weitzel, of Herrick, Smith, 
Donald, Farley & Ketchum, and Victor H. Kazanjian, for 
Boston Edison Company. 


Andrew M. Wood, of Gaston, Snow, Motley & Holt, for 
Eastern Utilities Associates. 


George Spiegel and James F. Fairman, Jr., and Worth Row- 
ley, of Rowley & Scott, for Municipal Electric Association 
of Massachusetts, et al. 


Kenneth C. Anderson, Joseph J. Saunders and Milton J. 
Grossman, for the Department of Justice, Antitrust Division. 


Aaron Levy, R. Moshe Simon, Thomas M. McHugh, Jr. and 
John D. Elisworth, for the Division of Corporate Regulation 
of the Commission. 


New England Electric System (“NEES”) and Eastern Utili- 
ties Associates (“EUA”), registered public-utility holding 
companies, and Boston Edison Company (“BECO”), an 
operating electric utility company, seek authority under the 
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Public Utility Holding Company Act to affiliate as compon- 
ents of a single registered holding company. To achieve the 
proposed affiliation, the companies have organized Eastern 
Electric Energy System (““EEES”) which would acquire all 
of the assets of NEES and EUA and assume all of their liabil- 
ities in exchange for shares of its common s.ock, and would 
offer its stock to BECO shareholders pursuant to an invita- 
tion for tenders. NEES and EUA would distribute their 
EEES shares to stockholders and be dissolved, and BECO 
would become an EEES subsidiary. 


Following extensive hearings, in which the Department of 
Justice and a group of Massachusetts municipalities partici- 
pated in opposition to the proposed affiliation, an initial 
decision was submitted by the administrative law judge. He 
concluded that the companies’ application should be grant- 
ed subject to certain conditions giving all other New England 
utility systems the right to participate in the ownership or 
output of major new EEES generating units. Jurisdiction 
was reserved over the implementation of the conditions and 
with respect to certain other matters including the fairness 
of the proposed exchange ratios for EEES stock. We granted 
petitions for review of the initial decision filed by applicants, 
the Department of Justice, the Massachusetts municipalities 
and our Division of Corporate Regulation, each of whom ex- 
pected to various of the administrative law judge’s findings 
and conclusions. 1/ 


1. DESCRIPTION OF COMPANIES INVOLVED 


NEES, a Massachusetts business trust, is the largest of the 
three companies involved in the proposed affiliation. Its 
operations are conducted through a wholesale generating and 
transmission subsidiary (““NEPCO”’); three retail electric sub- 
sidiaries, Massachusetts Electric Company, The Narragansett 
Electric Company (in Rhode Island) and Granite State Elec- 
tric Company (in New Hampshire); and a service company, 
New England Power Service Company. Through NEPCO, it 
owns 30%, 15%, 20% and 20%, respectively, of the Yankee- 
Rowe, and Connecticut, Vermont, and Maine Yankee nu- 
clear-fueled electric generating plants, and has joined with 
other members of the New England Power Pool in planning 
several new nuclear generating units. 2/ 


NEES provides electricity to about 1,000,000 ultimate elec- 
tric customers and 76 wholesale customers in a 4,534 square 
mile area covering substantial portions of Massachusetts and 
Rhode Island and relatively smaller areas of New Hampshire 


and Vermont. The system has approximately 1,100 miles of 
major transmission lines and is connected with BECO and 
EUA. For the calendar year 1973, NEES had total operating 
revenues of $410.4 million, of which $404.7 million was de- 
rived from the sale of electric energy. As of the end of that 
year, the system’s gross property and plant aggregated over 
$1.5 billion. 


BECO, a Massachusetts corporation, is a fully-integrated 
operating utility company engaged in the generation, trans- 
mission and sale of electricity in the Boston metropolitan 
area. 3/ The company supplies electricity at retail to over 
500,000 ultimate electric customers in a densely populated 
area of 587 square miles encompassing Boston and 40 cities 
and towns within a 30-mile radius. In addition to its retail 
sales, BECO sells at wholesale to several municipal light de- 
partments and NEPCO, and supplies bulk power to other 
New England utilities on both a long and short-term basis. 
The company has nuclear generating facilities of its own 
and owns a 9.5% interest in both the Yankee-Rowe and Con- 
necticut Yankee plants. For the calendar year 1973, BECO 
had total operating revenues of $318.7 million, of which 
$305.2 million was derived from electricity. As of December 
31, 1973, its gross property and plant totaled about $1.3 
billion, over 97% of which represented electric property and 
plant. 


EUA, a Massachusetts voluntary association, supplies electri- 
city through three subsidiaries, Blackstone Valley Electric 
Company, Brockton Edison Company and Fall River Elec- 
tric Light Company, in a 538 square mile area of southeast- 
ern Massachusetts and northern and eastern Rhode Island. It 
serves about 213,000 ultimate electric customers and sells 
wholesale power to 12 electric utilities, including two muni- 
cipal electric departments. Through its generating and trans- 
mission subsidiary, Montaup Electric Company, it owns 4.5% 
of Yankee-Rowe and Connecticut Yankee, 4% of Maine Yan- 
kee and 2.5% of Vermont Yankee. For the calendar year 
1973, EUA had total electric operating revenues of $84.9 
million and, as of December 31, 1973, gross utility plant of 
about $244.8 million. 


EEES would combine the installed generating capacity of the 
second, third and seventh largest systems in New England 
and would control nearly 40% of total New England genera- 
ting capacity. The record contains the following table com- 
paring the relative positions of the largest investor-owned 
utilities in the New England area: 4/ 








Annual Number of Annual KW Capacity Net Genera- 

Revenues Customers KWH Sales Name-Plate tion (Millions 

($ Millions) (Thousands) (Millions) (Thousands) _of KWH) 
Northeast Utilities 247 873 12,004 2,517 12,839 
New England Electric System 221 902 9,340 1,748 8,236 
Boston Edison 156 512 6,005 1,982 9,082 
United Illuminating 66 238 3,507 920 3,480 
Central Maine Power 63 288 3,096 655 3,480 
Public Service Co. of New Hampshire 50 205 2,375 795 3,474 
Eastern Utilities Associates 42 198 1,942 358 1,815 
New England Gas & Electric Assn. 42 185 1,837 768 1,850 
Central Vermont Public Service Corp. 20 83 972 90 205 
Bangor Hydro-Electric Company 12 61 696 131 569 
Green Mountain Power Corp. 11 42 543 83 129 


Giving effect to the EEES affiliation would produce the following picture: 
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Annual Number of Annual KW Capacity Net Genera- 

Revenues Customers KWH Sales Name-Plate _ tion (Millions 

($ Millions) (Thousands) (Millions) (Thousands) _of KWH) 
EEES 419 1,612 17,287 4,088 19,133 
Northeast Utilities 247 873 12,004 2,517 12,839 
United Illuminating 66 238 3,507 920 3,480 
Central Maine Power 63 288 3,096 655 3,480 
Public Service Co. of New Hampshire 50 205 2,375 795 3,474 
New England Gas & Electric Assn. 42 185 1,837 768 1,850 
Central Vermont Public Service Corp. 20 83 972 90 205 
Bangor Hydro-Electric Company 12 61 696 131 569 
Green Mountain Power Corporation 11 42 543 83 129 


Thus EEES would be by far the largest electric system in 
New England. It would have about 40% of the area’s elec- 
tric sales, revenues and customers. And it would occupy a 
dominant position in the New England Power Pool (“NE- 
POOL”). 


The NEPOOL agreement, which has been signed by most of 
the electric companies in the area and accepted for filing as 
a rate schedule by the Federal Power Commission 5/, is an 
attempt to resolve regional energy problems through cooper- 
ative effort. The objectives of NEPOOL, as set forth in the 
agreement, are: 


“Through joint planning, central dispatching, cooperation 
in environmental matters and coordinated construction, 
operation and maintenance of electric generation and trans- 
mission facilities owned or controlled by the Participants 
and through the provision of a means for more effective co- 
ordination with other power pools and utilities situated in 
the United States and Caanada. 


(a) to assure that the bulk power supply of New England 
and any adjoining areas served by Participants conforms to 
proper standards of reliability, ane 


(b) to attain maximum practicable economy, consistent 
with such proper standards of reliability, in such bulk pow- 
er supply and to provide for equitable sharing of the result- 
ing benefits and costs.” 


The administration, enforcement and interpretation of this 
agreement are entrusted to NEPOOL’s management commit- 
tee. Among other things, that committee reviews each par- 
ticipant’s plans for major new generation and transmission 
facilities. It recommends additions to and changes in such 
facilities, or sales to or purchases of power from non-parti- 
cipants, to meet the reliability standards it is empowered to 
establish. And it has authority over the affiliated New Eng- 
land Power Exchange which schedules and coordinates the 
day-to-day operations of the participants’ bulk power supply 
facilities. The NEPOOL agreement is now operational. It is 
already an iritegral part of the region’s electric energy pro- 
gram. 6/ 


ll. APPLICABLE STATUTORY STANDARDS 


Section 10(c)(2) of the Act directs us to disapprove the pro- 
Posed application unless we can affirmatively find that it 
“will serve the public interest by tending towards the econ- 
omical and efficient development of an integrated public- 
utility system.”” A showing of economies and efficiencies by 
virtue of the affiliation is therefore required. 7/ The princi- 
Pal issue raised under Section 10(c)(2) is whether applicants 


have met their burden of showing the requisite economies 
and efficiencies. 


Under the direction of three officials of applicants, one of 
whom was Francis M. Stazesky, executive vice-president of 
BECO, 22 task forces drawn from applicants’ employees were 
set up to compute savings that would result from the affilia- 
tion in various areas of applicants’ business. Potential savings 
were divided into three classes. Stazesky testified that Class 

| savings were those which were felt to be “assured of realiza- 
tion and which [were] capable of being reasonably accur- 
ately estimated,” while Class 11 comprised savings which 
“would appear to be within grasp, but the assurance is less, 
and the degree of accuracy in calculating them is less.” Class 
Ill was reserved for expected savings on which no fixed 
dollar amount could be placed. Total projected Class | sav- 
ings were $5,543,000 annually by the fifth year after affilia- 
tion, and $9,050,000 annually by the tenth. 8/ 


Slightly more than $2,000,000 of the $9,000,000 annual 
Class | savings forecast by the tenth year after affiliation 
were derived from consolidated purchasing of items classified 
as ““general material and supplies.” To determine what sav- 
ings could be realized in this area, 97 out of approximately 
4,000 items in general use by NEES, BECO and the constitu- 
ent companies of EUA (each of which has a separate purchas- 
ing department) were selected as a representative sample. The 
average cost of each item in each company’s inventory at 

the time was used as that company’s “unit price” for the 
item, and each company’s annual usage of the item was de- 
termined from its requisitions for the calendar year 1967. 
Savings were then calculated on the basis of the lowest unit 
price for any company in the manner shown by the follow- 
ing example dealing with item 33, “photocontrol”’: 








ANNUAL UNIT 

COMPANY USAGE PRICE SAVINGS 
NEES 19,000 $ 7.014 $57,266.00 
BECO 15,000 4.51 7,650.00 
BLACKSTONE 532 6.90 1,542.80 
BROCKTON 1,500 4.00 -- 
FALL RIVER 1,777 5.75 3,109.75 

Total Savings: $69,568.55 
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The total savings figure for the 97 items was extra- 
polated to reach a grand total of expected annual sav- 
ings on purchases of all items in the ‘‘general material 
and supplies” category. Stzesky reduced this total 
by an arbitrary 25% “‘to assure conservatism.””. 


There are serious problems with applicants’ calculations. 
First, since unit price was based on average inventory cost, 
differences in unit price could merely reflect the fact that 
the companies purchased their inventories of a particular 
item at different times, and therefore paid the different 
prices then prevailing. Second, Stazesky admitted that, 
while all of the 97 items selected had the same end use, 
their specifications were not necessarily the same, so that 
the various prices paid for an item might simply reflect 
differences in quality. Finally, although the task force 
report on general material and supplies stressed the ex- 
pectation that savings would result after affiliation from 
purchases in bulk, in about 40% of the items studied 
largest annual usage did not coincide with lowest unit 
price. 


Applicants agree that the evidence does not support the 
proposition that bulk or volume purchasing after affilia- 
tion will result in savings. Instead, they point to Stazesky’s 
testimony that savings in the projected amount can be 
achieved from shared expertise in purchasing and standard- 
ization of items purchased. It may be that savings will be 
achieved in that manner. But the evidence does not sup- 
port the $2 million annual figure projected by applicants or 
any dollar figure. 9/ 


Our staff attacks the remaining $7,000,000 of “assured” 
annual savings after 10 years as a “massive conjecture.” 
It points out, and the hearing officer recognized, that the 
proposed reorganization will be a formidable task. But 
applicants made no adjustment in projected savings for 
the cost of putting that program into effect. In addition, 
a large percentage of the $7,000,000 is accounted for 

by proposed reductions in personnel, an area where our 
staff's skepticism may to some degree be justified. In any 
event, accepting the $7,000,000 savings figure, the result 
would be that 10 years after the affiliation has taken 
place, total annual “‘assured” savings would amount to 
less than 1% of the affiliating companies’ gross revenues 
for 1973. 


In addition to projected savings on which applicants 
placed a specific dollar value, the hearing officer found 
that economies and efficiencies would result from the 
affiliation in two Class II categories which, as noted 
above, are areas in which applicants could not forecast 
a specific dollar amount of savings. The hearing officer 
concluded that economies of scale would result from 
the larger generating units EEES would be able to build, 
and that there would be an increase in system reliability 
as a result of single system planning for generation and 
transmission. 10/ But those objectives can largely be 
achieved through NEPOOL. Thomas J. Galligan, Jr., 
the president of BECO, testified: 


“It is obvious we could have come in here with extremely 
large savings that stem strictly from generation and 
transmission. We felt that that would not be objective 

in the light of the fact that a NEPOOL agreement had 
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been proposed ... so we felt that it wasn’t really honest 
to claim those savings, some of which might well accrue 
through the NEPOOL document...” iw ( 


Later the following colloquy took place between a mem- 
ber of our staff and Galligan: 


“Q. | thought one of the advantages of this affiliation was 
that you could build larger and larger units in order to 
get the economy of scale in generation. 


“A. We have not based the decision of this affiliation on 
that. As | stated before, we think some of that will come 
through NEPOOL, and our savings basically, as to what 
we testified, are operating savings.” 11/ 


As noted above, Section 10(c)(2) placed a burden on 
applicants to show that in stated respects the public 
interest would be served by their affiliation. That burden 
they have not met. The showing of ecoomies and efficien- 

cies needed to justify an affiliation of this magnitude has 
not been made. 12/ 





We are not unmindful of the tact that vast changes have 
occurred in energy economics since the record in this ) 
proceeding was closed in September 1970. As we recently 
had occasion to note, “’...the energy crisis has assumed 
dimensions, and has evoked a response from the public 
and from government at all levels, which did not exist and 
was not readily foreseeable [just a few years ago] .” 13/ 

it may be that, under today’s conditions including the 
present financial climate, applicants could file a new 
application and make the requisite showing of resultant 
economies. 


We have also given some thought to the issues raised under |) \ 
Section 10(b)(1) of the Act. 14/ And we do not read that 
section as necessarily precluding our approval. But we 
need not and do not make any findings about that at 

this time. All we hold is that, on the record now before 
us, applicatns have not sustained their burden under 
Section 10(c)(2). 


An appropriate order denying the application will issue. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 


1/ Briefs were filed with us, and we heard oral argument. 
Our findings are based on an independent review of the 
record. 


2/ NEES completed the sale of its gas properties in 1973 
pursuant to the order of this Commission. 


3/ BECO also generates and sells steam. | 


4/ Although these figures date from 1968, the companies’ 
relative positions have not altered significantly since that | 
time. As of the end of 1968, investor-owned utilities 
owned 97% of New England’s total installed generating f | 
capacity. ‘ 
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5/ Docket No. E-7690 (September 31, 1972). The Com- 
mission stated, ““The NEPOOL Agreement represents the 

\ consensus of opinion of systems providing approximately 
95% of all the capacity and energy furnished and con- 
sumed in a six state area. The participants to the Agree- 
ment have subordinated some of their own self-interest 
objectives in order to achieve a workable pooling arrange- 
ment for their own benefit and for the benefit of the 
whole geographical area involved.” 


6/ Applicants’ brief notes, “’...[1] t is an objective of the 
Agreement that each participant ‘shall have the opportun- 
ity to meet its future capability responsibilities from 

pool planned units. And in line with the current region- 

al planning to implement pool generation expansion 
programs proposed for 1976 through 1979, regional 
offerings on a pro rata basis have already been made. 
Private systems proposing the pool planned units to be 
installed in 1977, 1978 or 1979 have offered at least 

30% of each unit available on a nondiscriminatory basis 
to other systems for joint ownership.” 

7/ Union Electric Company, Holding Company Act Re- 
lease No. 18368 (April 10, 1974), 4 SEC Docket 89, 91-2, 
appeal pending sub nom. City of Cape Girardeau v. SEC 
(C.A.D.C. No. 74-1590). 


8/ Total projected Class I! savings were $2,989,000 
annually by the tenth year after affiliation. 


9/ When John J. Falvey, a BECO assistant purchasing 
agent and a member of the task force group that studied 
consolidated purchasing, was questioned by our staff 
concerning the study made by his group, the following 
colloquy ensued: 


Q. Does the study have any meaning to you beyond 
showing differences in price? 


A. Have any meaning to me, yes, it indicates to me 

that because a price variance exists that it is conceivable 
that the savings...are possible. That is what it means to 
me. 


Q. Because there is a difference in price, you believe 
there is a possibility of savings, is that right, Mr. Falvey? 


A. Because this indicates a variance in price, yes, that is 
correct. 


10/ Although applicants claimed savings in other Class II! 
categories, the hearing officer did not find that any such 
savings would be realized. Since applicants did not except 
to his findings under Section 10(c)(2), their claims of 
savings in other areas are not before us. 


11/ In the same vein, Stazesky testified: “Savings 
through affiliation have not been claimed in the area 
of bulk power supply because a portion of these may 
be achieved through contractual arrangements and in 
fact a plan for such arrangements among the various 
Power supply entitites in New England is currently 
under discussion and study..a bulk power supply pool 
known as NEPOOL....” 


12/ Applicants’ citations of Eastern Gas and Fuel Associates, 
43 SEC 524 (1967) and Hawaiian Electric Co., Inc., Hold- 
ing Company Act Release No. 16592 (January 26, 1970) 

are inapposite. The affiliations proposed there were no- 
where near the size of the one presently at issue. 


13/ Union Electric Company, supra, 4 SEC Docket at 
97. 


14/ Section 10(b)(1) provides that we may not approve 
an acquisition of securities or utility assets if we find 
that “such acquisition will tend towards interlocking re- 
lations or the concentration of control of public-utility 
companies of a kind or to an extent detrimental to the 
public interest or the interest of investors or consumers.” 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Admin. Proc. File No. 3-1698 
In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 
Westboro, Massachusetts 


EASTERN UTILITIES ASSOCIATES 
225 Franklin Street 
Boston, Massachusetts 


BOSTON EDISON COMPANY 
860 Boylston Street 
Boston, Massachusetts 


EASTERN ELECTRIC ENERGY SYSTEM 
225 Franklin Street 

Boston, Massachusetts 

(70-4663) 


ORDER DENYING APPLICATION 


New England Eiectric System and Eastern Utilities 
Associates, registered public-utility holding companies, 
and Boston Edison Company, an operating electric utility 
company, applied for approval under the Public Utility 
Holding Company Act of their proposal to affiliate as 
components of a single holding company. Eastern Elec- 
tric Energy System, organized for that purpose. 


Hearings were held after appropriate notice, an initial 
decision was submitted, briefs were filed, and the Com- 
mission heard oral argument; 


The Commission has today issued its Findings and 
Opinion. On the basis of such Findings and Opinion: 


IT iS ORDERED that the application be, and it hereby 
is, denied. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18802/February 4, 1975 


In the Matter of 


THE SOUTHERN COMPANY 
64 Perimeter Center East 

P. O. Box 720071 

Atlanta, Georgia 30346 
(70-5613) 


NOTICE OF PROPOSED CHARTER AMENDMENT 
REGARDING INCREASE IN AUTHORIZED NUMBER 
OF SHARES OF COMMON STOCK AND SOLICITATION 
OF PROXIES IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that The Southern Com- 
pany (“Southern”), a registered holding company, has filed 
a declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”) designating 
Sections 6(a), 7 and 12(e) of the Act and Rule 62 pro- 
mulgated thereunder as applicable to the following pro- 
posed transactions. All interested persons are referred to 
the declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Southern’s Certificate of Incorporation (“‘Certificate’’) 
presently authorizes 110,000,000 shares of common 
stock, par value $5 per share, of which 98,749,500 
shares are issued and outstanding. Southern proposes to 
amend its Certificate so as to increase the authorized 
number of shares of common stock from 110,000,000 
to 150,000,000, par value $5.00 per share. 


Southern has traditionally provided its subsidiary com- 
panies with the common equity portion of the capital 
needed to finance their construction programs. To that 
end, Southern issued and sole 36,300,000 shares of 
common stock during the 3 year period 1972 through 
1974. It is contemplated that the common stock capital 
requirements of the subsidiary companies will continue 
and that in 1975 Southern will be required for such pur- 
poses to sell additional shares of its common stock ap- 
proaching, if not exceeding, the number of its presently 
authorized but unissued shares. The proposed amend- 
ment to the Certificate is designed to provide Southern 
with a reasonable amount of authorized but unissued 
shares of common stock for financing such additional 
common equity capital requirements and for general 
corporate purposes, including possible use in a dividend 
reinvestment and stock purchase plan for Southern’s 
stockholders. Any actual issuance and sale of common 
stock would be subject to approval pursuant to the ap- 
plicable provisions of the Act and rules thereunder. The 
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proposed amendment to the Certificate will require the 
affirmative vote of the holders of a majority of the shares 
of outstanding common stock. By means of a proxy and 
proxy-statement, the proposed amendment will be sub- 
mitted to the stockholders at Southern’s 1975 annual 
meeting to be held on or about May 28, 1975. It is 
stated that the proposed amendment has been proposed 
and declared advisable by Southern’s Board of Directors. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be supplied 
by amendment. It is stated that no State or Federal com- 
mission, other than this Commission, has jurisidction 

over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 28, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the de- 
clarant at the ‘above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amend- 
ed, may be permitted to become effective as provided 

in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant 
exemption from its rules as provided in Rules 20(a) 

and 100 thereof or take such other action as it may 

deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18803/February 4, 1975 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 
(70-5575) 


SUPPLEMENTAL ORDER WITH RESPECT TO 
SALE OF COMMON STOCK 


By Order dated February 3, 1975 (Holding Company Act 
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Release No. 18800), Central and South West Corporation 
(“C&SW”), a registered holding company, was authorized 
to issue and sell 4,300,000 shares of its common stock 

by negotiation. Jurisdiction was reserved over the terms 
and conditions of the proposed sale of the stock, includ- 
ing the price to C&SW and the underwriters’ compensa- 
tion. 


CSW has filed an amendment in this proceeding inform- 
ing the Commission that CSW has executed a contract, 
subject to approval of this Commission, with representa- 
tives of the underwriting group which has been formed 
to market the CSW common stock. The underwriting 
group has contracted to purchase for public distribution 
4,300,000 shares of CSW’s common stock. The public 
offering price will be fixed just prior to the commence- 
ment of the public distribution. The public offering 
price will be (a) not more than $.50 per share plus the 
higher of the last reported sale or the last reported 

asked price of the CSW common stock on the New 

York Stock Exchange at the close of the market immedi- 
ately preceding the sale; and (b) not Jess than the lower 
of the last reported sale price or last reported bid price 
of the CSW common stock on the New York Stock Ex- 
change at the close of the market immediately preced- 
ing the sale, minus $.50 per share. The underwriters’ 
compensation will be not more than 5%% of the public 
offering price. CSW will receive the public offering 

price, less the underwriters’ compensation. The Maximun 
selling concession to the underwriters and their affiliates 
is $.60 per share. Shares may be reoffered to other deal- 
ers at a concession of not more than $.35 per share. 


It is found that the terms and conditions of the proposed 
sale of the stock, including the price to CSW and the 
underwriters’ compensation, are reasonable and that 

all of the applicable requirements of the Act and rules 
thereunder are satisfied. 


IT IS ORDERED that the jurisdiction reserved in the 
Order of February 3, 1975, over the terms and conditions 
of the proposed sale of the CSW common stock, includ- 
ing the price to CSW and underwriters’ compensation, 


be, and the same hereby is, released and that the proposed 


transaction may be consummated without further order, 
subject to the provisions of Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18804/February 5, 1975 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71156 


(70-5602) 


ORDER AUTHORIZING PROPOSED (1) AMENDMENT 
OF SUBSIDIARIES’ CHARTERS TO INCREASE AUTH- 
ORIZED COMMON STOCK (2) AMENDMENT OF ONE 
SUBSIDIARY’S CHARTER TO INCREASE PAR VALUE 
OF COMMON STOCK, AND (3) ISSUE AND SALE OF 
COMMON STOCK BY SUBSIDIARIES TO HOLDING 
COMPANY 


Central and South West Corporation (““C&SW”), a regis- 
tered holding company, and three of its electric utility 
subsidiary companies, Central Power and Light Com- 
pany (“CPL”), Public Service Company of Oklahoma 
(“PSO”) and Southwestern Electric Power Company 
(“SWEPCO”) have filed an application-declaration, and 
an amendment thereto, with this Commission pursuant 
to Sections 6, 7, 9, 10 and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”), and Rule 43 
promulgated thereunder regarding following proposed 
transactions. 


CPL proposes to amend its Articles of Incorporation to 
increase its authorized common stock, par value $25 
per share, from 6,000,000 shares to 12,000,000 shares. 
The affirmative vote of the holders of two-thirds of the 
outstanding shares of common stock or written consent 
of such holders is required. C&SW, holder of all CPL 
common stock, proposes to give its written consent to 
the amendment. There are presently 5,755,535 shares 
of CPL common stock issued and outstanding. 


PSO proposes to amend its Articles of Incorporation to 
(1) increase the par value of its common stock from 
$12 to $15 per share, and in connection therewith to 
effect the transfer on its books of account the amount 
of $29,445,000 in retained earnings (earned surplus) 

to common stock stated capital, and (2) increase its 
authorized common stock from 10,000,000 shares to 
11,000,000 shares. It is stated that the proposed change 
in par value is to achieve a better balance in PSO’s 
capital accounts. 


The adoption of the amendments to the PSO Articles of 
Incorporation requires the favorable vote of the holders 
of a majority of its outstanding preferred and common 
shares. C&SW, holder of all PSO common stock, pro- 
Poses to call a special meeting of its preferred and com- 
mon shareholders to consider and vote upon the adop- 
tion of the proposed amendments. It is stated that the 
PSO common stock represents in excess of 68% of 

the votes entitled to be cast, and that therefore share- 
holder approval of the proposed amendments is 
assured. 
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SWEPCO proposes to amend its Certificate of Incorpor- 
ation to increase its authorized common stock from 
7,000,000 shares to 7,600,000 shares (par value $18 
per share). There are presently 6,981,085 shares of 
SWEPCO common stock issued and outstanding. Adop- 
tion of the proposed amendment requires the favorable 
vote or written consent of the holders of a majority of 
the outstanding shares of common stock. C&SW, hold- 
er of all the SWEPCO common stock, proposes to give 
its written consent to the proposed amendment. 


CPL, PSO and SWEPCO, respectively, propose to issue 
and sell to C&SW, for cash or in consideration of the 
discharge and satisfaction of short-term borrowings, 
at their par value, the numbers of shares of their 
authorized but unissued common stock set forth be- 
low, and C&SW proposes to acquire such shares for 
such consideration: 


Par value 
per share Consideration 


Number of 
Subsidiary Shares 





CPL 1,000,000 $25 $25,000,000 
PSO 667,000 $15 $10,005,000 
SWEPCO 555,555 $18 $ 9,999,990 


Proceeds of the short-term borrowings to be discharged 
by C&SW and any cash received from C&SW upon 

sale of the subsidiaries’ common stock to C&SW have 
been or will be used to finance, in part, 1974 and 

1975 construction programs. The estimated construc- 
tion programs for the three subsidiaries for 1975 are 

as follows: 


CPL: $75,035,000 
PSO: $54,509,000 
SWEPCO: $74,734,000. 


Fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $4,500, to 
be apportioned among the three subsidiaries. The Cor- 
poration Commission of the State of Oklahoma has 
authorized the issuance and sale by PSO of its com- 
mon stock, and no other state commission and no fed- 
eral commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (Holding Company Act 
Release No. 18761), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the ap- 
plicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said ap- 
plication-declaration, as amended, be granted and 
permitted to become effective: 
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IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8657/January 30, 1975 


In the Matter of 


MOBIL ALASKA PIPELINE COMPANY 
108 South Akard Street 
Dallas, Texas 75202 


(812-3750) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
OF EXEMPTION FROM ALL PROVISIONS OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Mobil Alaska Pipeline 
Company, a Delaware corporation (“Applicant”), filed 
an application on January 15, 1975, and an amendment 
thereto on January 30, 1975, for an order pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(the ““Act”’) exempting Applicant from all provisions of 
the Act. All interested persons are referred to the appli- 
cation which is on file with the Commission for a state- 
ment of the representations made therein which are 
summarized below. 


Applicant was organized as a wholly owned subsidiary 
of Mobil Oil Corporation (“Mobil”), a New York cor- 
poration. Applicant contends that its sole purpose is to 
own, construct and operate a 5% undivided interest 

in the Trans Alaska Pipeline System (TAPS), a 48-inch 
crude oil pipeline running approximately 800 miles 
from the Prudhoe Bay oil field on the North Slope of 
Alaska to a tank farm and marine terminal at the ice- 


free port of Valdez on Alaska’s southern coast. Construc- 


tion pf TAPS commenced in 1974 and is scheduled for 
completion in the second half of 1977. 





































































have interests in the Prudhoe Bay field. Each owner is 
separately responsible for raising its share of the cost of 
construction of TAPS. As the estimated total cost of 
TAPS is $5.98 billion, Applicant’s 5% share is approxi- 
mately $300 million (not including interest during con- 
struction). 


Applicant proposes to finance its share of costs of TAPS 
by a single public offering of debt securities (the “Debt 
Securities”), which Debt Securities will be guaranteed 

as to principal, premium, if any, and interest by Mobil. 
In addition, Mobil will enter into an agreement with 
Applicant which will provide undertakings by Mobil to 
provide Applicant with any funds necessary to permit 

it to meet its obligations incurred under the Debt Secur- 
ities. 


The Debt Securities will be registered under the Securi- 
ties Act of 1933 (the “1933 Act”) and an indenture 
with respect thereto will be qualified under the Trust 
Indenture Act of 1939 (the “Trust Indenture Act”). 
Applicant filed on January 23, 1975 the applicable re- 
gistration statement under the 1933 Act to register 
$300,000,000 amount of Debt Securities. The Debt 
Securitiés will be offered to the public through a firm 
commitment underwriting to be managed by Morgen 
Stanley & Co. Incorporated. 


Applicant submits that approximately $79 million of 
the public offering net proceeds of $297 million will 
be used to repay existing TAPS indebtedness. The re- 
mainder will be used to finance most of Applicant’s 
share of the estimated cost of TAPS. Applicant esti- 
mates that monthly aggregate amounts averaging $10 
million in 1975 and $8 million in 1976 will be dis- 
bursed to meet cash calls. The balance of the costs 
will be payable in 1977. Applicant proposes to lend 
funds in excess of current and continuing needs to 
Mobil for general corporate purposes or from time to 
time invest such funds pending their investment in 
TAPS in short-term securities, consisting only of 
United States government securities. Applicant esti- 
mates that the amount of excess funds available will 
be $218 million after the public offering, $121 million 
at year end 1975, and $17 million at year end 1976. 


Section 3(a)(1) of the Act defines the term “investment 
company” to include any issuer which “‘is...engaged pri- 
marily, or proposes to engage primarily, in the business 
of investing, reinvesting, or trading in securities.”’ Sec- 
tion 3(a)(3) of the Act defines “investment company” 
to include any issuer which “is engaged or proposes to 
engage in the business of investing, reinvesting, owning, 
holding, or trading in securities, and owns or proposes 
to acquire investment securities having a value exceed- 
ing 40 per centum of the value of such issuer’s total 
assets (exclusive of government securities and cash 
items) on an unconsolidated basis. Applicant submits 
that, since its proposed loans to Mobil and U. S. govern- 
ment securities investments will constitute at least initi- 
ally the greater part of its assets and since all of its in- 
come until TAPS commences operations will be derived 
from either the loans to Mobil or the U. S. government 

) securities, it may be considered to be an investment com- 


The other owners of TAPS are seven companies which also 





pany under the Act. 


The Debt Securities to be publicly offered by Applicant 
will be guaranteed as to principal, premium, if any, and in- 
terest by Mobil. Applicant states that the guarantees will 
rank equal to all other indebtedness of Mobil and, upon 
liquidation of Mobil, would have a claim on the assets of 
Mobil equal to that of all other indebtedness of Mobil. 
Applicant submits that the payment of its Debt Securities 
will not depend on its investment policy. 


Applicant asserts that Mobil is not an “investment com- 
pany”, as defined in Section 3(a) of the Act, and that 
had Mobil itself engaged in the proposed operations, the 
Act would be inapplicable. Applicant further states that 
for business reasons, principally the applicability of Inter- 
state Commerce Act regulation to the company owning 
an interest in TAPS, Mobil deemed it advisable to form 
Applicant to operate TAPS. 


All equity securities of Applicant will be owned solely 
by Mobil. Any securities of the Ap, licant publicly offer- 
ed will be registered under the 1933 Act, and an inden- 
ture with respect thereto will be qualified under the 
Trust Indenture Act. Applicant will be subject to the re- 
porting requirements of the 1934 Act. Applicant also 
states that the proposed acts will help to make available 
to the economy of the United States extensive resources 
of low sulfur oil. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any person or transaction from any provision 
or provisions of the Act to the extent such exemption is 
necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


Applicant has agreed, in the event that the Commission 
grants the application, to the insertion in the Commis- 
sion’s order of the following conditions: 


(1) Applicant will file with the Commission, within 120 
days after the close of each fiscal year of Applicant, com- 
mencing with the first fiscal year in which it issues and 
sells any debt securities: (a) the data required by Items 
1.08 (except with respect to information relating to 
persons under common control with Applicant), 1.09, 
1.10 and 1.11 of Form N-1R adopted by the Commis- 
sion pursuant to Section 30(a) of the Act and (b) an 
annual balance sheet, income and surplus statement, and 
a schedule of investments. 


(2) With respect to Applicant's excess funds other than 
amounts loaned to Mobil, Applicant will invest in short 
term securities which will consist only of U. S. govern- 
ment securities, that is securities issued or guaranteed 
as to principal or interest by the United States, or by a 
person controlled or supervised by and acting as an in- 
strumentality of the Government of the United States 
pursuant to authority granted by the Congress of the 
United States; or any certificates of deposit for any of 
the foregoing. 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 28, 1975, at 12:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- 
ture of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or, in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 

under the Act, an order disposing of the application will 
be issued as of course following February 18, 1975, un- 
less the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8658/January 31, 1975 


In the Matter of 


THE MUNICIPAL INCOME FUND, 

FIRST INSURED DISCOUNT SERIES 

AND SUBSEQUENT SERIES 

and 

MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED 

One Liberty Plaza 


165 Broadway 
New York, New York 10006 


(812-3712) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
14(a) OF THE ACT AND FROM RULES 19b-1 AND 
22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that the Municipal Income 
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Fund, First Insured Discount Series (the “‘Fund’’) and Sub- 
sequent Series (hereinafter called the ‘‘Funds”), registered 
under the Investment Company Act of 1940 (the “‘Act’’) 
as unit investment trusts, and the sponsor, Merrill Lynch, 
Pierce, Fenner & Smith Incorporated (“Sponsor”), (collec- 
tively the “Applicants”), filed an application on October 
24, 1974 and amendments thereto on December 10, 1974, 
December 16, 1974, and January 28, 1975, pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting the Funds from the provisions of Section 14(a), 
of the Aet and the provisions of Rule 19b-1 under the Act 
and exempting the Sponsor from the provisions of Rule 
22c-1, under the Act. All interested persons are referred 

to the application on file with the Commission for a state- 
ment of the representations contained therein, which are 
summarized below. 


The Fund, an unmanaged investment company, will be 
governed under New York law by a Trust Agreement (the 
“Trust Agreement’) under which the Sponsor will act as 
such, The Bank of New York will act as Trustee, and 
Standard & Poor's Corporation will act as Evaluator. 
Pursuant to the Trust Agreement, the Sponsor will de- 
posit with the Trustee $50,000,000 principal amount of 
bonds (the ““Bonds”’), which the Sponsor will have accum- 
ulated for such purposes. The Bonds deposited with the 
Trustee are identified and the acquisition or substitution 
of any other securities for any of the identified Bonds is 
prohibited, except for bonds acquired pursuant to refund- 
ing or refinancing. Theidentified Bonds may be sold from 
time to time by the Trustee upon the Sponsor’s direction 
only under certain circumstances set forth in the Trust 
Agreement including, principally, default in the payment 
of principal or interest, actions or proceedings instituted 
at law or in equity seeking to restrain or enjoin the pay- 
ment of principal or interest on any such Bonds, breach 
of covenant or warranty in any document under which 
such Bonds are outstanding which might adversely affect 
the payment of principal or interest on such Bonds, or a 
decline in the price of any of such Bonds to such an ex- 
tent, or other market or credit factors which in the opin- 
ion of the sponsor makes the retention of such Bonds 
detrimental to the interest of Unitholders. However, the 
proceeds from such dispositions must be distributed to 
the Unitholders. Interest on the Bonds also must be 

paid out to Unitholders. 


The Bonds will consist of bonds issued by states, coun- 
ties, territories, or municipalities of the United States 
and authorities, municipal corporations, and political 
subdivisions thereof. They are to be selected on the basis 
of yield, quality, and diversification and will be purchased 
at deep market discounts. Payments of principal and in- 
terest on the Bonds in the portfolio for the First Insured 
Discount Series will be insured under an insurance policy 
issued by MGIC Indemnity Corporation. The assets of the 
Fund will consist of the Bonds, such bonds as may con- 
tinue to be held from time to time in exchange for or in 
substitution of any of the Bonds upon refundings or re- 
financings, accrued and undistributed interest, and undis- 
tributed cash. 


Simultaneously with the deposit of the Bonds, the 
Trustee will deliver to the Sponsor for sale to the public 
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registered certificates for 50,000 Units of fractional undi- 
vided interest in the Fund (the “‘Units”), which will repre- 
sent the entire ownership of the Fund. Units of the Fund 
will be offered to the public either separately or in 
“Combined Units” together with sahres of Putnam In- 
vestors Fund, Inc. (an open-end management investment 
company). The offering will be made separately through 

a final prospectus at a Public Offering Price computed by 
adding to the offering side evaluation of the Bonds, divid- 
ed by the number of Units, a sales charge. The sales 

| charge on the Units will be 4% of the Public Offering 
Price of the Units whether the Units are purchased sepa- 
rately or in combination with Putnam shares. Units are 
redeemable on the basis of the bid side evaluation of 

the Bonds. 





The Sponsor, while under no obligation to do so, intends 
to maintain a market for Units of the Fund and to offer 

to purchase such Units at prices which are based upon 
the aggregate offering price of the Bonds. Should business 
reasons dictate, such as if the supply of Units exceeds 
demand, the Sponsor may purchase Units at prices below 
the offering prices of Bonds, with a minimum offer equal 
to the Unit redemption value, and in such cases the Spon- 

sor will tender these Units to the Trustee for redemption 
and will not resell them in the secondary market. 


The organization, operation and marketing of Units of 
Subsequent Series may vary in that one or more addi- 
tional investment banking firms may act as sponsor in 
addition to Sponsor, the public sale of the Units may 
be done through the Sponsor as sole underwriter or 
through an underwriting account, and the trustee and 
evaluator may vary. With respect to the portfolio bonds 
\ in Subsequent Series, they may or may not be purchased 
| at deep market discounts and may be selected on the ba- 
sis of different quality standards. The principal amount 
| of bonds deposited, the number of Units issued, and the 
sales charge on such Units may vary in Subsequent Ser- 
{ ies, and the payment of principal and interest on bonds 
in the portfolios of Subsequent Series may not be in- 
sured. 


Section 14(a) 


‘ Section 14(a) ef the Act requires that a registered invest- 
ment company (a) have a net worth of at least $100,000 
prior to making a public offering of its securities, (b) 
have previously made a public offering and at the time 
have had a net worth of $100,000 or (c) have made ar- 

i rangements for at least $100,000 to be paid in by 25 or 
fewer persons before acceptance of public subscriptions. 


Each Series of The Municipal Bond Fund at the date of 
: deposit of the underlying Bonds and before any Unit is 
offered to the public is intended to have a net worth 
substantially in excess of $100,000 represented by the 
market value of the Bonds on that date. However, the 

¢ Sponsor’s deposit in the Funds of Bonds with a net 
worth in excess of $100,000, in exchange for Units of 
the Funds which the Sponsor intends to offer to the 
public, may not satisfy these provisions of the Act. 









Applicants, therefore, request exemption from the pro- 









visions of Section 14(a) of the Act in order that they may 
make a public offering of Units of the Fund and Subse- 
quent Series as described above. Applicants state that 
investors will be offered interests in the Funds which will 
be unmanaged investment companies with portfolios com- 
posed of pre-deposited and identified Bonds. 


As a condition to the requested exemption, the Sponsor 
has agreed that it will refund, on demand and without 
deduction, all sales charges to purchasers of Units of any 
Series from the Sponsor or from any underwriter or deal- 
er participating in the distribution, and liquidate the Bonds 
held by any Series and distribute the proceeds thereof if, 
within ninety days from the time that the registration 
statement relating to the Units of such Series shall have 
become effective, the net worth of the Series shall be re- 
duced to less than $100,000 or if such Series of the Fund 
shall have been terminated. The Sponsor has further 
agreed to instruct the Trustee to terminate such Fund 

in the event redemption by the Sponsor of unsold Units 
results in such Fund having a net worth of less than 40% 
of the principal amount of Bonds in the initial portfolio, 
and in the event of any such termination the Sponsor 
will refund, on demand and without reduction, all sales 
charges to purchasers of Units of such Fund from the 
Sponsor or from any underwriter or dealer particiapting 
in the distribution. 


Applicants contend that in these circumstances it is ap- 
propriate in the public interest and consistent with the 

protection of investors and the ‘purposes fairly intend- 

ed by the policies and provisions of the Act to exempt 

the Fund and all Subsequent Series from the provisions 
of Section 14(a) of the Act. 


Rule 19b-1 


Rule 19b-1(a) under the Act provides, in substance, that 
no registered investment company which is a “regulated 
investment company” shall distribute more than one 
capital gain distribution in any one taxable year. Para- 
graph (b) of the Rule contains a similar prohibition for 

a company not a “regulated investment company,” pro- 
vided, however, that a unit investment trust may distri- 
bute capital gains distributions received from a “regulated 
investment company” within a reasonable time after re- 
ceipt. 


Applicants state that the Funds are unmanaged invest- 
ment companies with portfolios of pre-deposited and 
identified Bonds. Once the initial deposit is made, prior 
to the public offering of Units, other securities may not 
be acquired in addition to or in substitution for any of 
the Bonds except in the case of refundings or refinan- 
cings. Although Bonds may be sold by the Trustees upon 
the Sponsor’s direction under certain circumstances 
stated in the Trust Agreement, such circumstances are 
limited. 


Distributions of principal constituting capital gains to 
Unitholders may arise in the following instances: (1) 
an issuer might call or redeern an issue held in the port- 
folio and (2) Bonds might be liquidated in order to pro- 
vide the funds necessary to meet redemptions. 
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principal and interest to Unitholders of a Series. Appli- 
cants state that the dangers :against which Rule 19b-1 is 
intended to guard do not exist in Applicants’ situation 
since the events which may give rise to capital gains are 
substantially independent of any action by the Sponsor 
and the Trustee. 


Any capital gains or return of capital distributions will 
be clearly distinguished from interest distributions in 
the accompanying report by the Trustee to Unitholders. 
Applicants contend that it would clearly be to the detri- 
ment of Unitholders if a Series is required to hold any 
money, which might be capital gains, until the end of 
its taxable year before distributing such gains to Unit- 
holders. 


Applicants further state that the purpose behind para- 
graph b of Rule 19b-1 is to avoid forcing a Unit invest- 
ment trust to accumulate valid distributions received 
throughout the year until year end and that the Fund’s 
situation is within the intended objectives of such pro- 
visions even though each Series will not invest in regu- 
lated investment companies. 


Rule 22c-1 


Rule 22c-1 provides, in part, that redeemable securities 
of registered investment companies must be sold, re- 
deemed, or repurchased at a price based on the current 
net asset value (computed on each day during which 
the New York Stock Exchange (the “NYSE”’) is open 
for trading not less frequently than once daily as of 
the time of the close of trading on such Exchange) 
which is next computed after receipt of a tender of 
such security for redemption or of an offer to repur- 
chase or sell such security. 


Applicants seek an order pursuant to Section 6(c) of 
the Act exempting the secondary market operations of 
the Sponsor from the provisions of Rule 22c-1 under 
the Act. The Sponsor proposes to adopt the practice 
of valuing units of a Series, for purchase and resale by 
the Sponsor in the secondary market, at prices com- 
puted once a week as of the close of business of the 
NYSE on the last business day of the week, effective 
for all transactions made during the following week. 
The evaluation is to be made by the Evaluator. 


Applicants state that Rule 22c-1 has two purposes: 

(1) to eliminate or reduce any dilution of the value of 
outstanding redeemable securities of registered invest- 
ment companies which would occur through the re- 
demption or repurchase of such securities at a price 
above their net. asset value or the sale of such securities 
at a price lower than their net asset value and (2) to 
minimize speculative trading practices in the securities 
of registered investment companies. 


Applicants assert that the pricing by the Sponsor in the 
secondary market will in no way affect the assets of a 

Series since the price at which units of a Series are sold 
or repurchased in the secondary market does not affect 
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Applicants contemplate making monthly distributions of 








the value of either the underlying Bonds or the fractional 
undivided interest in those Bonds represented by each 
unit outstanding. Furthermore, Applicants state that 
secondary market trading in the Funds is not attractive 
to speculators since the Funds are designed for investors 

who desire fixed income with diversification. The evalua- 

tion process involves highly complicated and specialized 
techniques. Only through a substantial transaction could 

a would-be speculator produce a profit. Applicants state 

that they anticipate that the number of Units available 

in the secondary market will be very limited. 














Applicants state that while the purposes for which Rule 

22c-1 was adopted would not be served by its application 

to the Funds, the interests of investors would be signifi- 

cantly impaired by imposing upon them the cost of ' 
additional determinations of net asset value which would 
be required by the Rule, particularly in light of the anti- 

cipated low volume of secondary market activity. | 


Applicants represent that backward pricing is necessary 
in order that the Sponsor may be able to quote a price 
at which it will buy or sell Units. A price to be deter- 
mined several days in the future would be unsatisfactory 
to the Unitholders as well as to the Sponsor and prospec- 
tive buyers. | 


A procedure will be instituted, without additional cost 
to investors, whereby the Evaluator will provide informal 
evaluations to protect Unitholders and investors. In the 
case of a repurchase, if the Evaluator cannot state that 
the current bid price is not higher than or equal to the 
previous Friday's offering side evaluation, the Sponsor 
will order a new evaluation. In the case of a resale of 
Units in the secondary market, if the Evaluator determines ( { 
that the offering side evaluation has decreased by an 

amount greater than or equal to one-half point ($5.00 
on a unit representing $1,000 principal amount of under- 
lying bonds) it will perform a new evaluation. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt 
any person, security, or transaction, or any class or classes 
of persons, securities, or transactions from any provisions 
of the Act or of any rule or regulation under the Act, if 
and to the extent such exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 25, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- 
ture of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communications 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
fromthe point of mailing), upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in case 
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of an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following February 25, 1975, unless the Commis- 
sion thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8659/January 31, 1975 


In the Matter of 


THE SOUTH BAY CORPORATION 
425 Park Avenue 
New York, New York 100222 


UTILITIES & INDUSTRIES MANAGEMENT CORP. 
1740 Broadway 
New York, New York 10019 


UTILITIES & INDUSTRIES CORP. 
1740 Broadway 
New York, New York 10019 


and 


THE CARTER GROUP, INC. 
425 Park Avenue 

New York, New York 10022 
(812-3713) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
AND RULE 17d-1 PROMULGATED UNDER SECTION 
17(d) OF THE ACT 


A stipulation of settlement having been entered into 

by the parties to certain litigation instituted by a share- 
holder of The South Bay Corporation (“South Bay”), 

a closed-end management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act”), on behalf of South Bay and as a representative 
of all other South Bay shareholders similarly situated, 
against Utilities & Industries Corporation (“U&I”), a 
New York Corporation, Utilities & Industries Manage- 
ment Corporation (“U&I Management’), a wholly owned 
subsidiary of U&! and the owner of approximately 45% 
of the outstanding shares of common stock of South 
Bay, The Carter Group, Inc. (“Carter Group”), a Dela- 
ware Corporation and the owner of 51% of the outstand- 
ing shares of common stock of U&l, the present and 
certain former officers of South Bay 1/ and nominally 


against South Bay, an application was filed on October 2, 
1974, and an amendment on December 17, 1974, for an 
order pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder permitting the parties defendant to participate 
in the-settlement and for an order pursuant to Section 17(b) 
of the Act exempting from the provisions of the Act the 
Participation of U&! Management and other shareholder 
affiliates of South Bay in the distribution of South Bay’s 
assets upon the dissolution of South Bay as provided for 

in the aforementioned settlement. 


On December 27, 1974 a notice (Investment Company Re- 
lease No. 8625) was issued of the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued on the basis of the informa- 
tion stated herein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


Consideration has been given to whether the participation 
of South Bay in the proposed settlement is consistent with 
the provisions, policies and purposes of the Act and the 
extent to what such participation is on a basis different 
from or less advantageous than that of other participants, 
and it has been found that such participation is consistent 
with the provisions, policies and purposes of the Act. 


Consideration also has been given to the participation as 
provided for in the settlement, of U&I Management and 
other shareholder affiliates of South Bay, as shareholders 
of South Bay in the distribution of South Bay’s assets 
upon the dissolution of South Bay, and it has been found 
that such participation is reasonable and fair, does not 
involve overreaching on the part of any person concern- 
ed, and is consistent with the general purpose of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder that the parties defendant to 
the litigation be, and they are hereby, permitted to join 
in the stipulation of settlement and 


IT iS FURTHER ORDERED, pursuant to Section 17(b) 
of the Act that the participation of U&!l Management 
and other shareholder affiliates of South Bay, as share- 
holders of South Bay, in the distribution of South Bay’s 
assets upon the dissolution of South Bay, in the manner 
set forth in the settlement and in the application, be and 
is hereby exempted from the provisions of Section 17(a) 
of the Act. 


For the Commission, by the Division of Investment Man- 
agement Regulations, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


_1/ Subsequent to the filing of the original application, 


U&I was merged with a subsidiary of Carter Group. 
As part of that merger, U&! changed its name to New 
York Water Service Corp. At the same time, Carter 
Group, changed its name to Utilities and Industries 
Corporation. In the order the Applicants are referred 


SEC DOCKET/237 








by their pre-merger names. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8660/February 5, 1975 


In the Matter of 


FIFTH EMPIRE FUND, INC. 
SIXTH EMPIRE FUND, INC. 


FEDERATED REGIONAL RESEARCH INVESTMENTS, 
INC. 

Federated Investors Building 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(811-1401) 
(811-1446) 
(811-2309) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On January 8, 1975, a notice was issued (Investment 
Company Act Release No. 8635) of an application filed 
on November 29, 1974 by Fifth Empire Fund, Inc., 
Sixth Empire Fund, Inc., and Federated Regional Re- 
search Investments, Inc. (collectively referred to as 

“ Applicants”), each of which is an open-end, diversi- 
fied management investment company registered under 
the Investment Company Act of 1940 (“Act’’), for an 
order of the Commission pursuant to Section 8(f) of 
the Act declaring that Applicants have ceased to be 
investment companies as defined in the Act by virtue 
of the merger of Applicants with and into Fourth Em- 
pire Fund, Inc., an open-end investment company 
registered under the Act. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that 
Applicants have ceased to be investment companies. 
Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registrations of Fifth Empire Fund, Inc., Sixth 
Empire Fund, Inc., and Federated Regional Research 
Investments, Inc. shall forthwith cease to be in effect. 


For the Commission, pursuant to delegated authority 
by the Division of Investment Management Regula- 
tion. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8661/February 5, 1975 


In the Matter of 


SUMMIT CAPITAL INVESTMENT PLANS 
c/o Lawrence A. Fox 

Wilkie, Farr & Gallagher 

1 Chase Manhattan Plaza 

New York, New York 10005 


(811-2036) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 


TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8[f) of the Investment Com- 
pany Act of 1940 (“Act”), to declare by order on its 
own motion that Summit Capital Investment Plans 
(“Summit”), registered under the Act as a unit invest- 
ment trust, has ceased to be an investment company as 
defined by the Act. 


On March 2, 1970, Summit registered under the Act by 
filing a Form N-8A Notification of Registration. On the 
same date, Summit filed a Form N-8B-2 Registration 
Statement under the Act and also filed a Form S-6 Re- 
gistration Statement (2-36462) under the Securities Act 
of 1933 which was declared abandoned by order on 
July 20, 1972. Information in the Commission’s files 
indicates that Summit has never had any assets or liabili- 
ties, has never sold any shares, and has never conducted 
and does not propose to conduct any business opera- 
tions whatsoever. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon ap- 
plication, finds that a registered investment company 
has ceased to be an investment company, it shall so de- 
clare by order, and, upon the effectiveness of such 
order, the registration of such company shall cease to 
be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than March 5, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to the 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is 
located more than 500 miies from the point of mailing) 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 






























































and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing March 5, 1975, unless the Commission thereafter orders 


a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated author- 
ity. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8662/February 6, 1975 


See Securities Act Release No. 5566/February 6, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8663/February 6, 1975 


In the Matter of 


GENERAL HOST CORPORATION 
245 Park Avenue 
New York, New York 


(812-2797) 


ORDER PURSUANT TO SECTIONS 6(c) AND 23(c)(3) 
OF THE ACT EXEMPTING RE-PURCHASE OF OUT- 
STANDING SECURITIES 


General Host Corporation (““Applicant’”’), a New York 
corporation, filed an application on July 13, 1970, and 
amendments thereto on January 15, 1971, April 7, 
1971 and November 8, 1974, for an order pursuant to 
Sections 6(c) and 23(cO(3) of the Investment Com- 
pany Act of 1940 (“Act’’), permitting Applicant to 
purchase, pursuant to an option, 437,700 shares (16.7%) 
of Applicant’s common stock from The Goldfield Cor- 
poration (“Goldfield”). Applicant exercised the option 
on January 25, 1971. When the application was filed, 
Applicant was registered under the Act as a closed-end, 
non-diversified investment company. On September 21, 
1971, the Commission issued an order upon application 
of Applicant declaring that Applicant had ceased to be 
an investment company, and terminating Applicant's 
registration under the Act (Investment Company Act 
Release No. 6740). 


On May 26, 1971, a notice (Investment Company 


Act Release No. 6543) was issued of the filing of the 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application might be issued unless a hear- 
ing should be ordered. 


A request for a hearing was filed by Goldfield on June 
11, 1971. By order dated February 20, 1973 (Invest- 
ment Company Act Release No. 7680), the Commis- 
sion denied the request without prejudice and ordered 
that action on the application be deferred pending de- 
termination of issues raised in then pending civil actions 
involving Host, Goldfield and the Commission. 


The amendment filed on November 8, 1974, stated 
that the reasons for deferring action on the application 
no longer exist; that an agreement of settlement dated 
September 27, 1974, was entered into between Appli- 
cant and Goldfield; and that under its terms Goldfield 
agreed to withdraw its hearing request with respect to 
the application, to support the application and fully 
cooperate with Applicant’s counsel in pursuit of the 
exemption. The amendment also stated that a civil 
action involving Applicant and the Commission was 
finally determined by the filing on December 8, 1973, 
of a final judgment of permanent injunction and man- 
datory relief against Applicant to which Applicant con- 
sented. 


The matter having been considered, it is found, on the 
basis of the information stated in the application and 
amendments thereto, that the transaction did not un- 
fairly discriminate against any holders of Applicant's 
common stock and that an order permitting said trans- 
action is appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Sections 6(c) and 23(c)(3) 
of the Act that the purchase by Applicant from Gold- 
field of 437,700 shares of Applicant’s common stock 

as of January 25, 1971, be and hereby is, permitted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8664/February 6, 1975 


In the Matter of 


CG MONEY MARKET FUND, INC. 


CONNECTICUT GENERAL LIFE INSURANCE 
COMPANY 


CG EQUITY SALES COMPANY 
Hartford, Connecticut 06152 
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(812-3728) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT 


CG Money Market Fund, Inc. (“Fund”), an open-end, 
diversified, management investment company regis- 
tered under the Investment Company Act of 1940 (the 
“ Act’), Connecticut General Life Insurance Company 
(“CG Life”), the organizer of the Fund, and CG Equity 
Sales Company (“Equity Sales”), the principal under- 
writer of the Fund and a wholly-owned subsidiary of 
Connecticut General Insurance Corporation, the 

parent corporation of CG Life (collectively referred 

to as “Applicants”), filed an application on November 
22, 1974, and an amendment thereto on December 26, 
1974, pursuant to Section 6(c) of the Act, for an order 
of the Commission exempting Applicants from Section 
22(d) of the Act to permit the sale of securities of the 
Fund with a special schedule of sales charges, that is 
lower than the sales charges ordinarily provided, when 
such securities are purchased with the proceeds of in- 
surance contracts issued by CG Life. 


On January 9, 1975, a notice was issued of the filing 

of said application (Investment Company Release No. 
8636). The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order 
disposing of the application might be issued upon the 
basis of the information stated therein unless a hear- 

ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the requested exemption is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act 

that the application for exemption from the provisions 
of Section 22(d) of the Act be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6704/January 31, 1975 


US v. CARROLL W. WELLS 


(D. Idaho Civil Action No. 1-68-11) 


Sidney E. Smith, United States Attorney for the District 
of Idaho and Jack H. Bookey, Administrator of the 
Seattle Regional Office of the Securities and Exchange 
Commission announced today that on January 24, 1975, 
the United States District Court for the District of 

Idaho held Carroll W. Wells (“Wells”) in criminal con- 
tempt of a permanent injunction that had been enter- 

ed against Wells on February 16, 1968. 


United States District Court Judge Fred M. Taylor 
held, after a two day trial to the Court, that Wells 
had willfully disobeyed both the registration and 
anti-fraud provisions of an injunction which enjoined 
Wells and others from further violations of Sections 
5(a) and (c) and 17(a) of the Securities Act of 1933 
in connection with the offer and sale of the common 
stock of Nuclear Fuels and Golden Pleasure Mining 
Company, Inc. Sentencing is set for February 28, 
1975. 


For further information see Release No. 6590. 





Litigation Release No. 6705/January 31, 1975 


SEC v. REPUBLIC ENERGY CORP., et al. 
(N. D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced the filing of a civil injunc- 
tive complaint in Federal District Court at Dallas on 
January 28, 1975 against Republic Energy Corpora- 
tion, Earth Energies, Inc., E. Carter Bills, 11, David M. 
Dunn, Jr., a/k/a Dharman Dunn, a/k/a Wayne Carter, 
Richard T. Harris, a/k/a Murali Harris, Larry L. Ri- 
paldi, Tom R. Rogers, all of Dallas, Texas, McQueen 
Oil & Gas, Inc. and Gene McQueen, both of Midland, 
Texas, and H. Bryan Poff of Fort Worth, Texas, 
charging violations of the securities registration, anti- 
fraud and broker-dealer registration provisions of the 
federal securities laws. 


The complaint alleged that Republic Energy Corpor- 
ation and its officers, Rogers, Dunn, Harris and Ri- 
paldi, violated the registration and anti-fraud provi- 
sions of the federal securities laws in the offer and 
sale of the common stock of Republic and/or 
fractional undivided working interests in oil and gas 
lea$es located in Borden and Eastland Counties, 
Texas. 
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in addition, the complaint alleged that Earth Energies, 
Inc. and its presidnet, Lynn G. Secord, violated the 
rities registration and anti-fraud provisions of the 
federal securities laws in the offer and sale of fractional 
undivided working interests in oil and gas leases in Cooke 
County, Texas. 


The complaint further alleged that McQueen Oil & Gas, 
Inc. and its president, Gene McQueen, violated the se- 
curities registration provisions of the federal securities 
laws in the offer and sale of fractional undivided work- 
ing interests in oil and gas leases located in Pecos, 
Schleicher and Winkler Counties, Texas. The complaint 
also charged Rogers and Ripaldi with violations of the 
broker-dealer registration provisions of the federal se- 
curities laws in the offer and sale of fractional undivided 
working interests in oil and gas leases issued by McQueen 
Oil & Gas, Inc. 


Federal District Judge Robert W. Porter, Dallas, has set 
February 18, 1975 as the date for a hearing on the 
Commission’s motion for a preliminary injunction. 





| 


| Litigation Release No. 6706/January 31, 1975 


| SEC v. APOLLO ENTERPRISES, INC. 
(U.S.D.C., NEBR Civil Action No. 74-0-327) 


| Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission announced that on January 13, 1975, Judge 
Robert V. Denney, United States District Court for 

, _ the District of Nebraska signed an Order of Judgment 
of Default against Vern Hoffman, permanently enjoin- 
ing Hoffman from violating the registration and anti- 
fraud provisions of the federal securities laws in the 
offer and sale of fractional undivided interests in oil 
and gas rights offered by Apollo Oil Company, Inc., 
or any other securities of any issuer. The remaining 
defendants, Apollo Enterprises, Inc., Paul B. Stella, 

G. E. “Dave” Fuller, Sebastian Basilico, Adrien 
Schmidt, and Robert Schell, had earlier consented 

to the entry of a final order of permanent injunction 
without admitting or denying the allegations of the 
Complaint filed on November 25, 1974 by the 
Securities and Exchange Commission. 


For further details see Litigation Release Nos. 6619 
and 6672. 
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SEC v. SAVOY INDUSTRIES, INC., et al 


D.D.C. Civil Action No. 74-1711 


The Securities and Exchange Commission announced 
that on January 28, 1975, the Honorable John Pratt, 
Judge of the United States District Court for the District 
of Columbia permanently enjoined Interstate General, 
Iric. (“Interstate”) and Philip Weinkrantz (““Weink- 
rantz”) of Dallas, Texas, from violations of the anti- 
fraud provisions of the Securities Acts and the report- 
ing provisions of the Securities Exchange Act of 1934 
and the rules and regulations promulgated thereunder. 


The Commission’s Complaint, filed on November 22, 
1974 against Savoy Industries, Inc. (“Savoy”) and five 
other defendants, including Interstate and Weinkrantz, 
alleged among other things that Interstate and Wein- 
krantz participated in a scheme to conceal the role of 

a certain individual as a controlling factor in the acqui- 
sition of Savoy stock and to conceal the real purpose 
behind the acquisition of Savoy. As part of their con- 
sent, Interstate and Weinkrantz have agreed to file with 
the Commission amended reports fully disclosing the 
identity and background of all persons involved in the 
acquisition of the Savoy shares and the purpose behind 
the acquisition. Interstate and Weinkrantz were enjoin- 
ed from voting any of the shares of Savoy common 
stock acquired by them or their nominees in connection 
with the agreement entered into by Savoy, Interstate, 
Weinkrantz and others. Interstate and Weinkrantz con- 
sented to the injunction permanently enjoining them 
without admitting or denying the allegations of the 
Complaint. 


See Litigation Release No. 6600. 





Litigation Release No. 6708/January 31, 1975 


SEC v. US BERYLLIUM CORPORATION, et al. 
(U.S.D.C. Colo, Civil Action No. C-4192) 


Robert H. Davenport, Regional Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, announced that on January 15, 1975 
the Honorable Hatfield Chilson, Judge of the Federal 
District Court in Denver, Colorado entered an Order 
of Default Judgment of Permanent Injunction perma- 
nently enjoining Cloyd M. Smith and Mrs. Cloyd M. 
Smith (aka Margarita DeSatorra, Alguaire) from, in 
substance, violating Sections 5(a), 5(c), and 17(a) of 
the Securities Act of 1933, as amended, and Section 
10(b) of the Securities Exchange Act of 1934, and 
Rule 10b-5 thereunder in the offer and sale of com- 
mon stock of U. S. Beryllium Corporation and com- 
mon stock of Beryllium International, Inc. (BII), 

or any other securities. 
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For further intormation, see Litigation Release Nos. 
5490, 5550, 5630, 5820, 5873 and Securities Exchange 
Act Release No. 8833. 





Litigation Release No. 6709/January 31, 1975 


SEC v. JAN CORPORATION, INC., et al. 
(D. of Idaho Civil Action No. 4-74-44) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission 
announced today that on January 24, 1975, Judge 
Ray McNichols, United States District Court for the 
District of Idaho, signed a Decree of Permanent In- 
junction against Robert L. Whistler and Fred L. 
Whistler, of Costa Mesa, California, enjoining these 
defendants from violating the registration and anti- 
fraud provisions of the federal securities laws in con- 
nection with the offer and sale of the common stock 
of Jan Corporation, Inc., or any other securities. The 
defendants consented to the entry of the order of 
permanent injunction without admitting or denying 
the allegations of the complaint filed by the Securi- 
ties and Exchange Commission on November 18, 
1974. 


For further information see Release No. 659. 





Litigation Release No. 6710/January 31, 1975 


SEC v. TRANS-CONTINENTAL TRADING CORPORA- 
TION, et al. 


(U.S.D.C., Mass.) 


Floyd H. Gilbert, Administrator of the Boston Regional 
Office of the Securities and Exchange Commission to- 
day announced that the Honorable Joseph L. Tauro of 
the United States District Courf at Boston, entered 
orders on January 21, 1975 permanently enjoining 
Trans-Continental Trading Corporation (TCTCO), a 
Massachusetts corporation with principal offices at 

460 Totten Pond Road, Waltham, Massachusetts; 
Trans-Continental Management Corporation (TCMCO), 
a Massachusetts corporation with principal offices at 
460 Totten Pond Road, Waltham, Massachusetts; 
Zurich International Investments Corporation (Zurich), 
a Massachusetts corporation located at 1620 Worcester 
Road, Framingham, Massachusetts; Luigi M. DiFonzo, 
also known as L. M. DiFonzo, Louis DiFonzo, Lou 
DiFonzo, and Keith Anderson, 30 Eisenhower Circle, 
Wellesley, Massachusetts; Michael A. DiFonzo, Sr., also 
known as Michael Michaels, 1620 Worcester Road, 
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Framingham, Massachusetts and 124 Poinsetta Way, 
Tiverton, Rhode Island and Michael Morse, 3434 Wil- 
shire Boulevard, Los Angeles, California, from further ' 
violations of the registration and anti-fraud provisions 

of the federal securities laws. The defendants consented 
to the entry of the decrees. | 


The Commission’s Complaint alleged among other 
things that the defendants violated the registration 
and anti-fraud provisions of the federal securities laws 
in connection with a public distribution of the securi- 
ties of‘ TCTCO: namely, investment contracts consist- 
ing of an opportunity to participate'in a common en- 
terprise pursuant to which each investor was solicited 
to entrust his capital by a minimum of $5,000 to the 
management of the defendants, who in their sole dis- 
cretion, employ the investors’ capital to purchase and 
sell commodities’ futures. The Complaint further 
alleged that mis-statements and material omissions 
were made, concerning, among other things, defend- 
ants’ expertise in the commodities field; TCTCO’s 
affiliation with acknowledged experts in the fields of 
economics, international commodities, and currency 
trading; and TCTCO’s ability to engage in world wide 
commodities trading. 


Investigation leading to the filing of the Commission‘s 
Complaint was conducted by Accountant Joseph F. 
Lynch and Special Counsel Arthur F. Carr of the 
Boston Regional Office, under the direction of Mr. 
Gilbert. The Commission was represented by Attor- 
ney Carr. 
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Litigation Release No. 6711/January 31, 1975 


The Securities and Exchange Commission today announ- 
ced the filing of a complaint and the entry, by consent, 
of orders of permanent injunction in the United States 
District Court for the District of Minnesota against 
Minnesota Mining and Manufacturing Company (“3M”) 
and three of its officers and directors, Harry Heltzer 
(“Heltzer’’), Irwin R. Hansen (“Hansen”), and Bert 

S. Cross (“Cross”). The complaint alleges that the de- 
fendants violated the proxy rules and reporting provi- 
sions of the Securities Exchange Act of 1934 in connec- 
tion with their use of secret funds to make unlawful 
political contributions with corporate monies. The com- 
plaint alleges that these monies were falsely recorded on 
the books of 3M as insurance and legal expenses and 
that approximately $634,000 went into the secret 

fund of which approximately $498,000 was used for 
political contributions. The complaint alleges further 
that the reports and proxy material of 3M filed since 
1963 fails to disclose the facts and circumstances sur- 
rounding the operation and maintenance of the fund 
and the involvement of Heltzer, Hansen and Cross. 








The order of permanent injunction enjoins 3M, Heltzer, 
Hansen and Cross from: 













1. using corporate funds of 3M for unlawful political 
contributions or other similar unlawful purposes; and 


2. filing annual and other periodic reports, filing proxy 
statements or other proxy material, soliciting proxies 
from or disseminating proxy material to 3M sharehold- 
ers which are materially false and misleading, concern- 
ing, among other things, the use of corporate funds 

for unlawful purposes. 





3. making or aiding and abetting the maki.g of mater- 
ially false or fictitious entries in the books and records 
of Minnesota Mining and Manufacturing Company, or 
establishing or maintaining any secret or unrecorded 
funds of monies or other assets, special or otherwise, 
or making any payments or disbursements therefrom. 


The order provides that defendants Heltzer, Hansen 
and Cross shall pay or arrange for the pyament of at 
least $425,000 to be paid over to 3M, but stipulates 
that payment of a like sum in a matter in private liti- 
gation concerning similar facts and circumstances shall 
satisfy this provision. The order requires 3M to trans- 
mit to shareholders a statement describing the facts 
and circumstances with respect to the allegations of 
this proceeding and the involvement of individual 
officers and directors therein. 


In addition, defendant 3M has undertaken to appoint 

a Special Agent, satisfactory to the Commission, to 
investigate and report on any instances which may 
exist where 3M’s expenses were recorded on 3M’s 
books as being for other than their actual purposes 
and other related maters. The Court has ordered 

(' 3M to comply with this undertaking. 
) 





Litigation Release No. 6712/February 3, 1975 


Edward J. Driscoll, Commissioner of Securities of the 
") State of Minnesota, and William D. Goldsberry, Ad- 
ministrator of this Commission’s Chicago Regional 
Office, jointly announced that on January 21, 1975, 
an order was entered in the matter of WARREN 

| SPANNAUS, ATTORNEY GENERAL, STATE OF 
2c MINNESOTA, AND EDWARD J. DRISCOLL, 
SECURITIES COMMISSIONER, STATE OF 
MINNESOTA, vs. CONTINENTAL FINANCE CORP. 
d/b/a CONTINENTAL COIN EXCHANGE (CCE) 
AND GARY WALLEN, PRESIDENT. The order, 
which was consented to by Continental Financiat 
Corp., and entered by Judge Harold Kalina of the 
District Court, Fourth Judicial District, County of 
Hennepin, State of Minnesota, provided for the 
following: 





$3 











1. CCE shall not exercise the power to terminate 
Margin accounts regarding customer coin or bullion 
account agreements as of January 21, 1971 until 
April 13, 1975. 






























2. CCE customers with outstanding coin or bullion mar- 
gin accounts are to be notified by mail-o-gram regarding 
the waiver by CCE of its termination right. 


3. Any future CCE margin calls shall be consistent with 
present business practices. 


4. The Commissioner of Securities of the State of 
Minnesota (Commissioner) shall retain a certified public 
accountant (CPA), at CCE’s expense, to monitor the 
daily operations of CCE. The CPA will be under the ex- 
clusive control of the Commissioner. 


5. CCE shall allow the CPA full and complete access 
to its books and records, pricing information and any 
and all other aspects of CCE’s business deemed rele- 
vant by the CPA. 


6. The duties of the CPA include: 


1. Areview of CCE’s records with a view to the 
preparation of weekly trial balances and income 
and expense statements. 


2. The supervision of CCE’s pricing system as it 
relates to voluntary liquidations of customer 
margin accounts in an attempt to insure the best 
price reasonably available in the independent 
market. 


3. Immediate reporting to the Commissioner of 
any extraordinary withdrawals or disbursements 
from CCE. 


7. CCE agreed to informally process any customer com- 
plaints arising from CCE’s January 13, 1975 notice of 
termination. CCE also agreed to notify the Commis- 
sioner of the disposition of such complaints. 


This order was entered as a result of a joint investiga- 
tion and effort by the Commissioner of Securities of 
the State of Minnesota and the Chicago Regional 
Office of the Securities and Exchange Commission. 





Litigation Release No. 6713/February 4, 1975 


SEC v. LAMB BROTHERS, INC., AND 
CLYDE C. LAMB, JR. 


(USDC, Oregon, Civil Action No. 75-77) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, 
announced that on January 28, 1975, a complaint was 
filed in the United States District Court for Oregon, 
seeking preliminary and permanent injunctions against 
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Lamb Brothers, Inc., a registered broker and dealer in 
securities, and its president, Clyde C. Lamb, Jr., both of 
Poertiand, Oregon, from further violations of Federal 
securities laws and rules of the Commission pertaining 
to minimum net capital and financial reporting require 
ments for brokers and dealers. 


The complaint alleges that Lamb Brothers, Inc., aided 
and abetted by Lamb, continued to effect transactions 
in securities on beahfl of customers at a time when the 
firm did not have the required minimum net capital, 
and that the firm failed to file with the Commission a 
report of its financial condition on Form X-17A-5. 





Litigation Release No.'6714/February 4, 1975 


INTERNATIONAL CHEMICAL DEVELOPMENT 
CORP., LOUIS G. MEURER III, EPC SECURITIES, 
INC. Enjoined. 


Action Dismissed Against Castle A. Sam. 


Attorney’s Request to Withdraw Denied. 


William D. Moran, Administrator of the Commission’s 
New York Regional Office, announced that on Jan- 
uary 7, 1975, United States District Judge John T. 
Curtin in Buffalo, New York signed orders of perma- 
nent injunction against defendants Louis G. Meurer 

it (“Meurer”) and International Chemical Develop- 
ment Corp., (“ICDC”) defendants in the Commission’: 
action against International Scanning Devices, Inc. 
(“ISD”) and ten others. 


The orders, to which the defendants consented with- 
out admitting or denying the allegations of the com- 
plaint, enjoined violations of the registration and anti- 
fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 as alleged, as to any 
securities of any issuer. ICDC also consented to the 
appointment of a receiver. Judge Curtin reserved de- 
cision on such appointment. 


On January 7, 1975, Judge Curtin also signed a judg- 
ment of permanent injunction against defendant EPC 
Securities, Inc., (“EPC”). EPC consented to the 
judgment without admitting or denying the allegations 
against it. The order enjoins EPC from violating the 
registration provisiions of the Securities Act of 1933 
with tespect to the securities of ISD or any other securi- 
ties. EPC is a broker-dealer in Dunkirk, New York. All 
of its shares are owned by defendant Castle Sam, who 
died on December 13, 1974. On January 7, 1975, the 
action against Mr. Sam was dismissed upon the Com- 
mission’s motion. 


By a decision and order dated December 20, 1974, 
Judge Curtin denied the application of counsel for de- 
fendants ISD, its president Louis P. Mirando, and Co- 
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lumbia Security and Transfer Inc., to withdraw from 
further representation of these parties. The Court noted 
that counsel had recognized that preparation and trial 
of the action would take some time and that withdrawal 
of counsel would prejudice other defendants and delay 
the trial, which commenced on January 7, 1975. 


SEC v. International Scanning Devices, Inc., et al. 74 
Civ. 351 (W.D.N.Y.). For further information, see 
Litigation Release Nos. 5608, 5731, 6445, 6510, and 


6601 and Securities Exchange Act Release Nos. 34-10457, 


34-10827, and 34-10931. 





Litigation Release No. 6715/February 4, 1975 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commis- 
sion announced that on November 26, 1974 the Honor- 
able Walter J. Bruchhausen of the United States District 
Court for the Eastern District of New York, after having 
granted the Commission’s application for summary 
judgment, signed a Judgment of Permanent Injunction 
against Christos Netelkos of Clifton, New Jersey enjoin- 
ing him from violating the anti-fraud provisions of the 
Securities Act of 1933 and the Securities Exchange Act 
of 1934 in the offer and sale of the common stock of 
Coatings Unlimited, Inc., now known as Americas Pro- 
ductions, Inc. or any other security. Final Judgments 
of Permanent Injunction had previously been entered 
against all of the other defendants in this action. 


The Complaint, filed on March 20, 1974, alleged 
numerous instances of fraudulent conduct and an elab- 
orate scheme by the defendants to defraud the invest- 
ing public and gain $1.4 million through a conspiracy 
to sell or to pledge unregistered shares of Coatings com- 
mon stock after having embarked upon a complex mani- 
pulative scheme in which the defendants artificially 
elevated the price of Coatings common stock. 


The Court, in its decision dated November 8, 1974, 
found that the Commission had established a prima 
facie case against the defendant Netelkos at a prior 
evidentiary hearing. Furthermore, in its decision the 
Court noted that the evidence presented at the prior 
hearing together with the plaintiff Commission’s mov- 
ing papers for summary judgment clearly entitled the 
Commission to the relief sought. 


For further details, see Litigation Release Nos. 
5356 and 





Litigation Release No. 6716/February 4, 1975 


William D. Moran, Administrator of the New York 
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| nelli without the knowledge or consent of his custom- 


Regional Office of the Securities and Exchange Commis- 


sion announced that on November 6, 1974 the Honorable 


Edward Weinfeld, United States District Court Judge for 
the Southern District of New York, permanently enjoin- 
ed defendants Raymond D’Onofrio of St. Peterburg, 
Florida and Joanne Daly of Lindenhurst, New York from 
further violations of Section 5(a), 5(c) and 17(a) of the 
Securities Act of 1933 and Section 10(b) of the Securi- 
ties Exchange Act of 1934, and Rule 10b-5 thereunder 
in connection with the offer and sale of the common 
stock of Meridian Fast Foods Services, Inc., now known 
as Radiation Services Associates, Inc., or any other se- 
curity. 


The Commission’s Complaint, filed on June 7, 1973, 
alleged that D’Onofrio, Daly and others participated in 
an elaborate scheme to defraud the investing public by, 
among other things, placing all publicly offered shares 
of Meridian with a selective group of nominee accounts 
and then manipulating the over-the-counter trading in 
the stock. The Complaint alleged that as a result of 
such manipulated trading the price of Meridian com- 
mon stock was artifically elevated from its offering 
price of $5 per share in June 1971 to its highest bid 
price of $20 per share on February 15, 1972 when 
trading in this stock was suspended by the Commis- 
sion. The Complaint also alleged that D’Onofrio and 
Daly had obtained Meridian’s assets through their 
nominee, Raven Industries, Inc., for virtually no con- 
sideration and then immediately proceeded to sell the 
assets back to Meridian officers and others for a sub- 
stantial amount which inured to their personal benefit. 


For further information, see Litigation Release Nos. 
5931 and 5990. 





Litigation Release No. 6717/February 6, 1975 


SEC v. IANNELLI, et al. 
(S.D.N.Y., 74 Civil 3417 (CBM) 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commis- 
sion, announced that on January 29, 1975 Judge Con- 
stance Baker Motley, United States District Court 
Judge in the Southern District of New York, issued 
findings of fact and conclusions of law in which she 
found that John W. Surgent had aided and abetted 
violations of the anti-fraud provisions of the federal 
securities laws in connection with the market mani- 
pulation of the common stock of Omni-Rx Health 
Systems, Inc. Judge Motley found that Surgent was 

a sophisticated, knowledgeable trader in securities 

and knew or should have known that he was aiding 
and abetting illegal activity on the part of the defend- 
ant Ralph T. lannelli by assuming and taking over 
certain purchase orders which were effected by lan- 





ers. These orders were entered to raise the price of the 
common stock of Omni-Rx. The Court found that Sur- 
gent’s assistance was rendered in connection with the 
concealment as well as the assumption of the unauth- 
orized purchases effected by lannelli. In addition, the 
Court rules that, in view of Surgent’s unchanged posture 
in the face of undisputed facts and the serious nature of 
the violations, there is a reasonable likelihood that Sur- 
gent may engage in similar violations of the securities 
laws and that injunctive relief is essential. 


For further information, see Litigation Release No. 6479. 








TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 378/January 31, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until February 24, 1975 
to request a hearing on an application by Panhandle 
Eastern Pipe Line Company (“Trust’’) pursuant to Sec- 
tion 310(b)(1)(ii) of the Trust Indenture Act of 1939 
declaring that the trusteeship of Chemical Bank of New 
York under three indentures of the Trust is not so likely 
to involve a material conflict of interest as to make it 
necessary to disqualify Chemical Bank of New York 
from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 379/February 3, 1975 


An order has been issued under the Trust Indenture 
Act of 1939 (“Act”) on the application of Pan Ameri- 
can World Airways, Inc. that the trusteeship of United 
States Trust Company of New York under six inden- 
tures of Pan Am is not so likely to involve a material 
conflict of interest as to make it necessary to disqualify 
U. S. Trust from acting as trustee. 
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